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IMPORTANT DECISION CONCERNING 
TAXATION OF PROCEEDS OF LIFE 
INSURANCE POLICIES PAYABLE 
TO NAMED BENEFICIARIES 

In our issue of May 31, 1924, we referred to a 
decision of the United States Supreme Court in- 
dicated by the heading of this article, which deci- 
sion was handed down in the case of the Supplee— 
Biddle Hardware Company. 

An extremely important decision along similar 
lines has been rendered in the District Court of 
the United States for the Western District of Penn- 
sylvania in the case of Adelaide H. C. Frick, Helen 
C. Frick, Childs Frick, H. G. McEldowney and 
William Watson Smith, Executors of the last will 
of Henry C. Frick, deceased, vs. C. G. Lewellyn, 
formerly Collector of United States Internal Reve- 
nue for the Twenty-third District of the State of 
Pennsylvania. This decision is of such far-reach- 
ing effect that we print it below in full. 

The Gévernment has been collecting a tax upon 
the proceeds of life insurance policies where the 
amount involved was in excess of $40,000. The 
Court holds that when a life insurance policy is 
assigned to a beneficiary without any power of re- 
vocation of such assignment by the insured, then 
the property right in the policy immediately passes 
to the beneficiary, and that the proceeds of such 
policies cannot properly be taxed under the law 
which provides for taxation of funds passing by 
inheritance under a will duly probated: 

In order that the entire matter may be thoroughly 
understood by our subscribers, we first print in 
full the brief submitted amicus curiae November 
26, 1923, by Frederic G. Dunham, attorney for the 
Association of Life Insurance Presidents: 


IN THE 
DISTRICT COURT OF THE UNITED STATES FOR 
THE WESTERN DISTRICT OF PENNSYLVANIA 
Adelaide H. C. Frick, Helen. 
C. Frick, Childs Frick, H. 
G. McEldowney and Will- 
iam Watson Smith, Execu- 
tors of the last will of 
Henry C. Frick, deceased, 


vs. 
C. G. Lewellyn, formerly 
Collector of United States 
Internal Revenue for the 
Twenty-third District of 
the State of Pennsylvania. | 


| No. 2831, 


November Term, 1922. 











STATEMENT 


This is a statutory suit for the recovery of a portion 
of the estate tax illegally assessed against the estate of 
Henry C. Frick, decd., and collected with force and com- 
pulsion by the defendant, which was paid under duress 
and in order to avoid penalties by Mr. Frick’s executors 
The plaintiffs bring the action in their capacity as ex- 
ecutors. The amount of the tax which is sought to be 
recovered is $108,657.38 and interest. Plaintiffs claim 
that the tax, to the amount of said sum of $108,657.3% 
was illegal and void, and that the enforced collection of 
such sum was wrongful, to their damage, etc. 


FACTS 


At the time of Mr. Frick’s death, there were out- 
standing eleven policies of insurance upon his life, four 
of which were payable to his wife, Adelaide H. C. Frick, 
and seven payable to his daughter, Helen Clay Frick. 
The aggregate amount of these several policies, which 
was payable to and received by the respective beneficiar- 
ies, was $474,629.52. By reason thereof, and in conformity 
with the provisions of the statute applicable, as inter- 
preted by the Commissioner of Internal Revenue, the 
sum of $434,629.52 was added to the value of the gross 
estate, and the tax assessed accordingly. 

By reason of Mr. Frick’s estate exceeding ten million 
dollars, without regard to this insurance, the maximum 
25% rate prescribed by the statute was applicable thereto. 
Hence the additional tax assessed to the estate on 
account of this insurance was at the 25% rate, and 
amounted to the sum of $108,657.38 which is here sought 
to be recovered. The details respecting the issue, terms, 
status and transfer of these policies are not set forth, 
because unimportant to this argument. 


THE STATUTE 


The following excerpts from the Revenue Act of 1918 
(40 Stat. p. 1096) constitute all of the provisions thereof 
relating to the taxation of decedents’ estates with respect 
to life insurance. 


Sec. 401—That (in lieu of the tax imposed by 
Title II of the Revenue Act of 1916, as amended, 
and in lieu of the tax imposed by Title IX of the 
Revenue Act of 1917) a tax equal to the sum of 
the following percentages of the value of the net 
estate (determined as provided in Section 403) is 
hereby imposed upon the transfer of the net estate of 
every decedent dying after the passage of this Act 
whether a resident or nonresident of the United 
States. * * * 

Sec. 402—That the value of the gross estate of 
the decedent shall be determined by including the 
value at the time of his death of all property, real or 
personal, tangible or intangible, wherever situated 

* 


(f) To the extent of the amount receivable by the 
executor as insurance under policies taken out by 
the decedent upon his own life; and to the extent of 
the excess over $40,000 of the amount receivable by 


all other beneficiaries as insurance under policies 
taken out by the decedent upon his own life. 
Sec. 403-(b)-(3) * * * For the purpose of this 


title * * * the amount receivable as insurance upon 
the life of a nonresident decedent where the insurer 
is a domestic corporation, shall be deemed property 
within the United States * * * 
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Sec. 408 * * * If any part of the gross estate 
consists of proceeds of policies of insurance upon the 
life of the decedent receivable by a_ beneficiary 
other than the executor, the executor shall be en- 
titled to recover from such beneficiary such portion 
of the total tax paid as the proceeds, in excess of 
$40,000, of such policies bear to the net estate. If 
there is more than one such beneficiary the executor 
shall be entitled to recover from such beneficiaries in 
the same ratio. 


PLAINTIFFS’ CONTENTIONS 


I. The statute does not impose the tax. 
Il. If the statute is capable of a construction imposing 
the tax, the statute is unconstitutional. 


POINTS 
I, 


THE STATUTE DOES NOT SUPPORT THE DIS- 
PUTED TAX. 


a. SEC. 401 IMPOSES 
TRANSFER OF THE 
DENTS. 

Section 401 of the Revenue 
the t tax, provides: 

“That * * * a tax * * * is hereby imposed upon 
the transfer of the net estate of every decedent dying 
after the passage of this Act * * * ” 

The net estate is derived from the gross estate after 

the deduction of certain items enumerated in Section 403 
Section 402 provides: 

“That the value of the gross estate of the decedent 

shall be determined by including the value at the 
time of his death of all property, real or personal, 
tangible or intangible, wherever situated 
(a) (b) (c) (d) (e) 
(f) To the extent of the amount receivable by the 
executor as insurance under policies taken out by the 
decedent upon his own life; and to the extent of the 
excess over $40,000 of the amount receivable by all 
other beneficiaries as insurance under policies taken 
out by the decedent upon his own life.” 


If there be any possible doubt from the language em- 
ployed in schedules (a) to (f) inclusive (supra), as to 
the limitation of their application to property of the 
decedent's estate, it is at once dissipated by reference to 
the context. As the tax is imposed by Section 401 on the 
net estate of the decedent, and the rule is prescribed by 
Section 402 for the determination of the value of the de- 
cedent’s gross estate, it follows by necessary implication 
that the items required to be included in such value are 
limited to items of the character prescribed which were 
the property of the decedent at the time of his death 
and which belong to his estate. There is nowhere in the 
Estate Tax provisions of the Revenue Act of 1918 either 
express direction, or requirement by necessary implica- 
tion; nor, it is submitted, is there other warrant that the 
value of any property other than that of the decedent’s 
estate be included in the schedule of property returned 
by the executor as subject to the tax. On the contrary, 
the plain intent and meaning of the language employed by 
Congress in the sections of the law imposing the tax and 
prescribing its incidence is that no transaction or occur- 
rence shall be taxed thereby except transfers of dece- 
dents’ estates and that no items of taxable value shall be 
returned in schedules thereunder except such as belonged 
to the decedent and from parts of his estate. 


It is submitted, therefore, that the provisions of the 
Statute referred to must be understood and applied as 
though this limitation had been explicit instead of im- 
plicit... In the following redraft of the Section 402 we 
have made explicit by italicised interlineations the limita- 
tion which we contend is implicit in the pharaseology of 
the Act tself. 

“Sec, 402. That the value of the gross estate of 
the decedent shall be determined by including the 
value at the time of his death of all property of the 
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decedent, real or personal, tangible or intangible, wherever 
situated. * 

(f) To the extent of the interest of the decedent in the 
amount receivable by the executor as insurance under 
policies taken out by the decedent upon his own life; 
and to the extent of the excess over $40,000 of the 
interest of the decedent in the amount receivable by all 
other beneficiaries as insurance under policies taken out 
by the decedent upon his own life.” 


The intent of Congress with regard to this limitation, 
we submit, is further conclusively shown by Section 408, 
which provides (italics ours): 

“ * * * Tf any part of the gross estate consists of pro- 
ceeds of policies of insurance upon the life of the dece- 
dent receivable by a beneficiary other than the exe- 
cutor, the executor shall be entitled to recover from 
such beneficiary such portion of the total tax paid as 

In other words, that Congress did not intend to 
give the estate an arbitrary value through the inclusion 
therein of insurance moneys not belonging to it, which 
would be reflected in an increased tax that could not be 
passed on to the real beneficiary, is conclusively shown 
bv this express provision for the recovery by the execu- 
tor of the tax paid on account of insurance which was a 
part of the gross estate. If the executor be entitled to 
recover from the beneficiary the tax paid by him upon 
insurance forming a part of the estate, with greater 
reason, we submit, he should be permitted to recover 
from the beneficiary a tax paid by him upon insurance 
which did not belong to the decedent at the time of his 
death and did not form a part of the estate. Yet Con- 
gress has authorized no recovery in this latter case, but 
has expressly limited the recovery permitted to cases 
where the proceeds of the policies comprised a part of 
the decedent’s gross estate. Such incongruity weighs 
strongly for our contention! 


To restate the proposition: The Estate Tax is imposed 
only upon the transfer of the net estates of decedents. It 
is not imposed upon any other transfer, transaction or 
occurrence. The schedules of taxable items embraced 
by the statute [ (a) to (f) inclusive of Sec. 402] must 
be understood and applied accordingly. If, standing alone, 
any one of these schedules would comprehend items not 
belonging to the decedent at the time of his death and 
not constituting any part of his estate after death, such 
schedule must be understood as limited to items or objects 
of the character specified which did belong to the 
decedent at the time of his death and which do constitute 
a part of his estate after death. Any other treatment 
would do violence to the manifest intent of Congress as 
well as work injustice to the taxpayers affected. 

It is a well known principle of the law that 

“* * * where a _ particular construction of a 
statute will occasion great inconvenience or produce 
inequality and injustice, that view is to be avoided 
if another and more reasonable interpretation is 
present in the statute.” 

Knowlton vs. Moore, 178 U. S. 41 (77), Citing: 
a Refrigerating Co. vs. Sulzberger, 157 U. S. 1 


(37). 
Bloomer vs. McQuewan, age” 539 (553). 
Wilson vs. Rousseau, 4 646. 
United States vs. Kirby, 7 Wall, 48 482 (486). 
Blake vs. National Banks, 23 Wall, 307 (320). 


b. THESE Ton cae CONSTITUTED NO PART OF 
HE DECEDENTS ESTATE 


The satel, Common Law rule, which prevails in 
every state except Wisconsin, is that, unless otherwise 
provided in the policy, the beneficiary acquires an inde- 
feasible title to any contract of life insurance made pay- 
able to him. The rule is thus expressed by Judge Cooley 
in his monumental work on insurance: 

“Under an ordinary policy of life insurance, in 
which there is no reservation of a right to cut off or 
modify the interest of the beneficiary, the latter has 

Continued on next page 
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IMPORTANT DECISION CONCERNING 
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a vested interest in the policy, of which he cannot 
be divested without his consent.” 

Cooley: “Briefs on the Law of Insurance,” Vol. 

IV. p. 3755 (q). (Citing numerous authorities.) 

This rule has prevailed in Pennsylvania from an early 


day. 
Appeal of Elliott’s Executors, 50 Pa. St. 75. 
Anderson’s Estate, 85 Pa. St. 202. 
Brown’s Appeal, 125 Pa. St. 303. 
Entwistle vs. Travelers Ins. Co. 202 Pa. St. 141. 

The facts as well as the principle involved in the 
Anderson Case (supra) are set forth in the following 
excerpt from page 203 of the opinion: 

“The act of Mr. Anderson in paying the premiums 
was purely voluntary and lacked the essentials of a 
contract. The title of Mrs. Anderson was _ vested 
and absolute, and could only be divested by consent 
or the act of law. The payment of the premiums did 
not give but merely operated to preserve the life of 
the contract. It did not make him either the legal 
or the equitable owner of the policy. At most, his 
administrator could only claim that he became cred- 
itor of the estate of Mrs. Anderson to the extent of 
the premiums paid after her death. The sum insured 
was paid by virtue of the original contract of insur- 
ance and the estate of Mr. Anderson can have no 
valid claim of title to the fund. It belongs to and 
constitutes part of the estate of Mrs. Anderson by 
virtue of the contract.” 

In Entwistle, vs. Travelers Ins. Co. (supra) the policy was 
payable to the “wife, or inevent of her prior death, to the 
children of the said insured.” The plaintiff claimed under 
an assignment in which the insured and his wife both 
joined, but the Court said at page 144 of the opinion: 

“Neither the husband nor the wife, nor both 
together had power to destroy the vested interest of 
the children in the policy.” 

As this rule became established generally, the life 
insurance companies devised, for inclusion in their pol- 
icies when desired by the insured, the so-called “bene- 
ficiary option” clause reserving to the insured, with cer- 
tain restrictions, the right or power to change the bene- 
ficiary under his policy. Of the nature and effect of this 
reservation the Massachusetts Supreme Court has written 
as follows, in a recent case: 

“It has been said that, apart from any statutory 
provision, the designation of a beneficiary in a policy 
of life insurance is in the nature of an executory 
trust for his benefit of which he cannot be deprived 
without his consent. Boyden vs. Massachusetts Life Ins. 
Co.. 153 Mass. 544 and 546. Said Chief Justice Fuller in 
Washington Central Bank vs. Hunne, 128 U. S. 195 at 
206; ‘It is indeed the general rule that a policy and the 
money to become due under it belong, the moment it 1s 
issued to the person or persons named in it as beneficiary 
or beneficiaries . Gould vs. Emerson, 99 Mass., 154. 
Knickerbocker Life Ins. Co. vs. Weitz, 99 Mass., 157.’ 
The rights of the beneficiary are vested when the designa- 
tion is made in accordance with the terms of the contract 
of insurance. They take complete effect as of that time. 
They do not wait for their efficacy upon the happening of 
a future event. They are in no wise modified or increased 
at the time of the death of the insured.” 


“* * * The insured retains no ownership of that which - 


has passed to the beneficiary under the contract. A re- 
served right to change the beneficiary does not affect the 
essential nature of the rights of the beneficiary so long 
as they last. Whatever the insured does in the way of 
designation of a beneficiary takes effect forthwith. If 
this act rightly be described as a gift, it is a present gift 
which, so far as concerns him, takes effect at once both in 
possession and enjoyment by the beneficiary. Attorney- 
General vs. Clark, 222 Mass. 291.” , 

Tyler, Admrx. vs. Treasurer and Receiver General, 


226 Mass. 306 (308). 
To the same effect are the following authorities: 

















Lloyd vs. Royal Union Mut. Life Ins. Co. (Ta), 245 
Fed. 162 


Matter of Voorhees (N. Y.), 200 App. Div. 259. 
Holder vs. Insurance Co., 77 S. C. 299. 

Filley vs. Illinois L. I. Co. (Kan.), 144 Pac. 257. 
siete er Assignee vs. Townsend (Ky.), 105 S. 


Arnold vs. Empire Mut. Ann. & L. I. Co. (Ga.), 60 
S. E. 470. 

Wooten vs. Oddfellows (N.C.), 96 S. E. 654. 

Anderson ws. Broad St. Natl. Bank (N. J.), 105 
Atl. 599. | 

Indiana Natl. L. I. Co. vs. McGinnis (Ind.), 101 N. 
E. 289 


Thus, in the Filley case (supra) the Kansas Supreme Court 
said at page 259 of the reported opinion: 

“We think the right to the benefit provided in this 
policy vested immediately in Fannie E. Filley, subject only 
to the right of the insured as provided therein. Her 
right was subject to a defeasance, but was a substantia! 
vested right until the defeasance should occur, and it never 
did occur. The insured could defeat the beneficiary's 
rights under the policy only as provided therein.” ' 

The few cases apparently at variance with these authorities. 
which the writer’s research has disclosed, can readily be ex 
plained by their palpably inexact use of language. Most of such 
cases, moreover, involved conflicting claims to the proceeds 
of policies on the lives of bankrupts under Section 70a of the 
Bankruptcy Law. The principle question at issue in these 
bankruptcy cases has been resolved by the recent decision of 
the Supreme Court of the United States in Cohen vs. Samuels. 
245 U. S. 48. As we understand this case, the nature of the 
beneficiary's interest in the policy was neither involved nor 
discussed. The court simply and properly held that the Bank- 
ruptcy Law authorized the Trustee to exercise the power 
reserved by the bankrupt to change the beneficiary and realize 
upon the surrender value of the policy, in default of the re- 
demption of the policy by the bankrupt’s paying or securing 
to him a corresponding sum within thirty days after the as- 
certainment of the amount of such surrender value. 


ec. TITLE TO POLICIES OF LIFE INSURANCE VESTS 
IN THE BENEFICARIES NOTWITHSTANDING 
RETENTION BY THE DONOR OF THE RIGHT 
TO CHANGE THE BENEFICIARY 


It may, perhaps, be argued that the creator of a trust retains 
a species of interest in the trust res through the customary 
reservation of the general power to alter or revoke the trust 
deed or to change the beneficaries thereunder. The contrary, 
however, has been held in two states where the question has 
arisen as to application of inheritance taxes in such case. 

People vs. Northern Trust Co., 289 Ill. 475. 
Matter of Carnegie (N. Y.), 203 App. Div. 91. 

In People vs. Northern Trust Co. (supra) the Supreme 
Sourt of Illinois said at page 481: 

“This character of deed, with such a power of revoca- 
tion, has long been recognized by our law as a proper 
mode of an ancestor deeding his property to his children 
and of protecting them in the use and enjoyment of the 
same. All well-skilled and far-seeing lawyers advising 
for the benefit of their clients usually suggest the inser- 
tion of such a clause of revocation, and no court, so far 
as we know, has ever declared that such a deed is testa- 
mentary in character or is to be held to take effect only 
after death, by reason, alone, of such a clause of revoca- 
tion. In fact, it is not possible for such a clause to 
have such effect. As a matter of fact, such a deed takes 
effect at once and continues in full force and effect until 
actually revoked. * * * If he revokes the deed un- 
der such a power the deed becomes a nullity and the 
title will be reinvested in the settlor by the deed of re- 
conveyance by the trustee.” 

The following excerpts from pages 92 and 96 of the opinion 
in the Matter of Carnegie (supra) disclose the facts involved 
as well as the principles laid down in that case: 

“ #* * * Jt is the contention of the State Tax Com- 
mission that Mr. Carnegie reserved to himself the power 
of revocation of the pension to the individuals named on 
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the lists of pensioners that he from time to time gave 
to the trustee; therefore no fixed right to the pension 
vested in the beneficiaries until his death; therefore the 
same did not vest in the absolute possession and enjoy- 
ment before his death and were taxable under the Trans- 
fer Tax Law of this State. * * 

(p.96) ““ * * * The mere reservation of the power 
to revoke does not render the transfer taxable. There 1s 
no evidence before us that Mr. Carnegie ever exercised the 
power of canceling a pension or in any manner exercised 
the powers reserved in the deed. There is nothing to 
show the intention of the grantor to exercise his ae 
* * * The title and possession of the fund vested 1 
the trustee. On his name being placed upon the list of 
beneficiaries, the pensioner entered upon the enjoyment 
of the portion of the income allotted to him. Therefore, 
both possession and enjoyment of the property passed to 
others during the lifetime of the grantor and did not 
pass to them upon his death. (Matter of Voorhees, 200 
App. Div. 259.) The learned surrogate, therefore, prop- 
erly held these pensions not taxable. 

The federal tax authorities have recently expressed them- 
selves as willing to recognize this principle in the application 
of the estate tax to trusts. 

Treasury Dec. 3487 (June 6, 1923), amending Art. 21, 

Reg. 63 (Estate Tax Regulations). 

For purposes of comparision we give the original and the 
amended articles: 

Art. 21, Reg. 63 (prior to June 6, 1923). 

“POWER OF REVOCATION OR CONTROL.” 
Property held in trust under any instrument in which 
the decendent reserved a power of revocation, or any 
power which has that effect, constitutes a part of the 
gross estate. For example, where a decedent placed 
property in trust for the present benefit of his son, but 
reserved the power to revoke the trust at any time during 
his life, the value of the entire property transierred should 
be included in the gross estate.” 

Art. 21, Reg. 63 (as amended June 6, 1923, italics ours). 

“RESERVATION OF POWERS.” Where a trans- 
fer by trust or otherwise is subject to revocation by the 
donor, or the terms thereof may be altered or amended 
by him, or he reserves to himself the right to take or 
assume either full or partial control of the transferred 
property, or to direct or control the management thereof, all 
facts and circumstances bearing upon the donor’s intent 
are to be considered, and if it appears that he intended 
the transfer to take effect im possession or enjoyment at 
or after his death, then the value-of the transferred prop- 
erty should be included in the gross estate, unless it fur- 
ther appears that the transfer was a bona fide sale for 
a fair consideration in money or money’s worth.” 

The same principle has been applied in every case where 
the question has come up with regard to the taxability of 
life insurance proceeds under inheritance tax laws: 

Tyler vs. Treasurer and Receiver-Gen. (Mass.), 
Supra. 

Matter of Parsons (N. Y.), 117 App. Div. 321. 

Matter of Voorhees (N. Y.), 200 App. Div. 259. 

Vogel’s Estate, 1 Pa. Co. Cts. 352. 

Cases here cited also expressly repudiate the view that a 
policy of life insurance, or the proceeds thereof, either passes 
by will or under the succession laws of the state, as con- 
tended by the defendant in his answer, or constitutes an at- 
tempt in fraud of the transfer tax law. 

In Matter of Parsons (supra) the New York Court said at 
page 323 of the report: 














his estate under his will or the intestate laws of the State. 
Such transfer of the proceeds is taxable. But if such a 
policy is payable, and is paid, to some other beneficiary 
named its proceeds never come into his estate and are 
not taxable under the Transfer Tax Law. (Matter of 
Parsons 117 A. D. 321.) 

(p. 263) “The interesting question in this case is pre- 
sented by the reservation in the trust deeds of the power 
to revoke the trust deeds by a formal instrument of re- 
vocation ‘Whereupon said trustees shall release all right, 
title and interest in and to said policy which said trustees 
may have acquired under or by virtue of this deed or 
under or by virtue by any assignment of said policy ex- 
ecuted to said trustees by me in order to effectuate the 
terms of this deed.’ * * * The appellants claim that this 
disposition of the policies and their proceeds is testa- 
mentary in character and the power of revocation sus- 
pended the completion of the transfer of the policies until 
the power could not be exercised because of death. * * * ” 

(p. 265) “We conclude, therefore, that the assured as- 
signed and delivered these policies before death; that the 
transfers of the policies and their proceeds were not made 
in contemplation of death, nor made to take effect in 
possession or enjoyment upon death only, within the mean- 
ing of the statute; that the proceeds of the policies under 
the assignments thereof came rightfully into the hands 
of the Provident Life and Trust Co., of Philadelphia; 
that they never became the property of the estate of the 
decendent, and that there has not been and cannot be a 
transfer of the proceeds of the policies under the will 
of the deceased or the intestate laws of the State.” 


In Vogel’s Estate (supra) the Pennsylvania Court said: 


“That the money, upon which the collateral inheritance 
tax has been directed to be paid, never formed part of 
the decedent’s estate, and was not received by the account- 
ant as administrator, is, we think, conclusive against the 
ruling of the auditing judge. It was not an estate nor 
part of an estate to be enjoyed after the death of a 
grantor or bargainor, and was therefore not within the 
letter nor the spirit of the Act of April 7, 1826, and its 
supplements. It was a fund contributed by two beneficial 
societies, whose constitution provided that ‘if a brother 
has not, during his lifetime, given written directions, 
specifying to whom the benefits at his death shall be given, 
then if there be no wife, children, father or mother, the 
same shall be paid to his brothers and sisters, share and 
share alike.” In the language of Folmer’s appeal, 6 Nor. 
133, this fund ‘had never accrued to the decedent, had 
never been claimed by him, and had never been subject 
to his control. * * * It never for a moment, became part 
of his estate, which his heirs could, on any ground or by 
any device, absorb.” No amount of reasoning will make out 
of a scheme like this, which is intended to benefit the family 
of a person, and which, in few instances, will reach his 
collateral relatives, a conspiracy to evade the law relating 
to collateral inheritance tax. The provision that the 
money was to be paid on the death of the contributor will 
not do it. The conveyance which has been held to be 
a fraud upon the statute has been a conveyance reserving 
some interest to the settlor during his life. Where he 
has parted with the possession, the title and the enjoyment 
the act will not operate. Reisch vs. The Commonwealth, 
10 Out. 521. In the present case, the decedent never had, 
nor could have had, either ownership or possession.” 


THE ESTATE IS NOT TAXABLE WITH RESPECT 
TO THESE POLICIES 





“* * * But as against the State seeking to collect a 
tax from the beneficiary and thus deprive her of a part 
of the insurance money, | think the deceased was not 
possessed of the policies at the time of his death, and that 
the widow did not obtain title to them through his will 
or by the laws of the State. * * * ” 


In the Matter of Voorhees (supra) the same Court said at 
pages 262, 263 and 265 of its opinion: 


(p. 262) “The proceeds of a life insurance policy, made 
payable to the assured or to his estate upon his death, 
comes into his estate at his death, and then become a 
part of his estate. As such it is transferred as a part of 





That the Revenue Act of 1918 does not impose the Estate 
Tax upon policies of ordinary life insurance taken out by 
decedents upon their own lives and made payable to named 
beneficiaries, other than themselves, follows from the three 
propositions already established, viz: 

a. The tax is imposed on the estates or property of 
decedents only. 
b. Policies of ordinary life insurance payable to persons 
other than the insured are property of the beneficiaries. 
c. Title to such policies vests notwithstanding change 
of beneficiary option. 
(Continued on next page) 
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IMPORTANT DECISION CONCERNING 
TAXATION—Continued 


Congress did not intend the tax to apply to moneys received 
under policies of life insurance, which were the property of 
the beneficiaries and had no relation to the decedent's estate. 
The opposite conclusion could be reached only by separating 
subdivision (f{) of Section 402 from its context and assuming 
that it, by its sole force and effect, imposes a tax upon the 
items therein specified. Such method and ‘such result would 
not only offend ordinary intelligence, but also violate that 
fundamental canon of construction which requires the whole 
of a statute to be read together so that the true intent and 
meaning may be deduced therefrom. 

In a case arising under the estate tax provisions of the 
Revenue Act of 1916 (39 Stat. Ch. 463), which was framed 
upon the same model as the provisions here under considera- 
tion, the Circuit Court of Appeals for the Ninth Circuit, held: 

All inheritance taxes are imposed on the transter of 
the net estate of the ‘deceased’; trom which the conclu- 
sion is inevitable that the property upon which such tax 
is imposed, in truth, must be the property of the deceased.” 

Wardell vs. Blum, 276 Fed. 226 (227). 

But subdivision (f) of Section 402 does not even purport 
to impose a tax. It simply enumerates two related classes of 
property, items of which, if any there be, constituting part of 
the estate of the decedent, are required to be included in the 
value of his gross estate subject to the tax imposed by Section 
401 upon the transfer of the net estate of the decedent. It 
does not, by any reasonable intendment, define or declare any 
insurance taken out by the decedent upon his own lite to be 
a part of his gross estate, nor does it subject the proceeds of 
such insurance to taxation, unless it in fact constitutes a part 
of the decedent's estate. As to the effect of such a declaration, 
if made, there is hardly need to argue. Can Congress by Act 
alter natural laws? Can its decree make black white? 

The same principle which underlies amended Article 21 of 
Regulations 63 (referred to on page 13 of this brief) has 


received recognition by the Government in Art. 27 thereoi 
respecting life insurance. Although subdiv. (1) of Sec. 402 
of the Revenue Act refers to “policies taken out by the de- 


27 of the Regulations indicates 
some more conclusive test of 
Accordingly it is there pro- 


cedent upon his own life,” Art. 
an appreciation of the need of 
title or property in the decedent. 
vided ; 

“Insurance is deemed to be taken out by 
in all cases where he pays the premiums, either 
or indirectly, whether or not he makes the application. On 
the other hand, the insurance is not deemed to be taken 
out by the decedent, even though the application is made 
by him, where the premiums are actually paid by the 
beneficiary. * * * Where the decedent assigns a_ policy 
and retains no interest therein, and thereafter pays no 
part of the premiums, the insurance will not be considered 
in determining whether there is such an excess.” 

It is manifest that, in the rules thus prescribed for the de- 
termination of the status of life insurance with respect to the 
Estate Tax, the Government has discarded the test laid down 
in subdiv. (f), Sec. 402, viz.: “policies taken out by the de- 
cedent on his own life” as insufficient. With this view we 
agree; but we do not agree that the “payment of the pre- 
miums,” which is adopted by the Government in Art. 27, is 
a correct test. Neither do we agree that the retention of 
the right to change the beneficiary, which is apparently con- 
templated by the expression, “retains no interest therein,” as 
employed in the last sentence quoted above, is a proper or 
sufficient test. On the contrary we have shown, on principle 
and by authority, that neither the payment of the premiums 
by the person whose life is insured, nor his retention of the 
right to change the beneficiary, separately or together, indicate 
either the acquisition by the insured of the property in a 
policy as issued, or his retention of title to a policy assigned. 


II. 


THE TAX AND THE STATUTE, IF IT BE CON- 
STRUABLE TO SUPPORT THE TAX, ARE UNCON- 
STITUTIONAL. 


It would seem a fundamental principle of taxation that the 


the decedent 
directly 














amount of a tax must have a reasonable relation to the per. 
son, thing or transaction taxed. The necessity for such re. 
lation is too obvious to require elaborate argument. Tha 
Congress had power to impose a tax upon the transfer oj 
every decedent's estate, and to measure that tax by the valy 
of such estate may readily be conceded. To provide, tha 
the amount of the tax on the decedent's estate should be iy 
any way affected by transactions not concerning the estate, or 
determined by including in the basis of the tax property not 
belonging to the esti ite, however, seems nothing short of con. 
fiscatory. Yet this is precisely what the Government's con. 
struction would make this statute do; and this is exactly what 
the defendant has done in the case at bar. $108,657.38 of the 
$6,338,898.68 Estate Tax imposed upon the Frick 
collected trom the plaintiffs, as executors, in this case was 
computed upon the value or proceeds of eleven several policies 
of insurance payable by sundry life insurance companies t 


estate and 


persons, other than the executors, who were entitled the: 
as matter of contract right. 

These policies did not belong to Mr. Frick at the time 
his death, and did not constitute any part of his estate. Their 


proceeds were not paid to, or received by the executors, an 
have not in any way increased the value of the gross estat 
in their hands. The policies, moreover, did not pass by th 
will of Mr. Frick or under the succession, inheritance 
transfer laws of the State of Pennsylvania or of other state: 
or of the United States. They were not transferred by th 
decedent, or by him created a trust in contemplation of or 
intended to take effect in possession or enjoyment at or after 
his death. 

Although these policies were payable upon the death of Mr 
Frick they were so payable by their own terms and 
as matter of contract. They were the separate and individua’ 
property of his wife and daughter, respectively, and their pr 
ceeds went to increase the estates of such wife and daughter 

It is thus apparent that this insurance had no legal or pe- 
cuniary relation to the Frick estate. Nevertheless the estat 
nas been depleted by a tremendous addition to the tax on ac 
count of it; and, seemingly, even the provision of Section 4 


solely 


for the recoupment of estates by recovery from the bene. 
ficiaries is unavailable. It will be noted by reference to the 
provision (page 3 of this brief) that recovery is limited 


cases where the proceeds of the insurance taxed constitute 
part of the decedent's gross estate. Thus the executors are 
not, in effect, merely the involuntary agents of the Govern- 
ment for the collection of this tax. It is submitted, therefore, 
that this tax and the statue, if capable of sustaining the tax, 
constitute the taking of property without due process of law 
in violation of the Fifth Amendment to the Constitution of the 
United States. 

Twenty-four years ago the Supreme Court had occasion t 
consider quite such a fantastic construction of the Inheritance 
Tax provision of the Spanish War Revenue Act of 1898 (3 
Stat. Chap. 448) as is now made by the Government. with 
respect to the application of the Estate Tax to ordinary life 
insurance payable to third party beneficiaries. 

Knowlton vs. Moore, 178 U. S. 41 (supra). 

Sections 29 and 30 of the Spanish War Revenue Act im- 
posed certain taxes on legacies and distributive shares of 
personal property, prescribing therefor certain basic rates, vary- 
ing with the recipients’ relationship to the decedent and gradu- 
ated according to the amount of property. The Government 


concluded that the graduated factor in the tax rate was con- 
trolled by the amount or value of the whole estate and 
assessed the tax accordingly in the Knowlton case. Mr. 


Justice White, subsequently Chief 
views of the court at pages 76 and 77 of the report: 
“Granting, however, there is doubt as to the construc- 
tion in view of the consequence which must result from 
adopting the theory that the act taxes each separate legacy 
by a rate determined, not by the amount of the legacy, 
but by the amount of the whole personal estate left by the 
deceased, we should be compelled to solve the doubt against 
the interpretation relied on. The principle on which such 
construction rests was thus defended in argument. The 
tax is on each separate legacy or distributive share, but 
the rate is measured by the whole estate. In other words, 
the construction proceeds upon the assumption that Con- 
gress intended to tax the separate legacies, not by their 


Jus tice, thus expressed the 
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own value, but by that of a wholly distinct and separate 
thing. But this is equivalent to saying that the principle 
underlying the asserted interpretation is that the house 
of A, which is only worth $1,000 may be taxed, but that 
the rate of the tax is to be determined by attributing to 
A’s house the value of B’s house, which may be worth a 


hundredfold the amount. The gross inequalities which 
must inevitably result from the admission of the theory 
are readily illustrated. * * * In the argument of coun- 


sel. tables are found which show how inevitable and pro- 
found are the inequalities which the construction must 
produce. Clear as is the demonstration which they make, 
they only serve to multiply the instances afforded by the 
one example which we have just given. | 

(p. 77) “It may be doubted by some, aside trom the 


express constitutional restrictions, whether the taxation by 
Congress of the property of one person, accompanied with 
an arbitrary provision that the rate of tax shall be fixed 
with reference to the sum of the property of another, 
thus bringing about the profound inequality which we 
have noticed, would not transcend the limitations arising 
from those fundamental conceptions of free government 
which underlie all constitutional systems. On this ques- 
tion, however, in any its aspects, we do not even inti- 
mate an opinion, as no occasion for doing so exists, since, 
as we understand the law, we are clearly of opinion that 
it does not sustain the construction which was placed on 
it by the court below.’ 

In view of the patent unconstitutionality str 
tion put by the Government upon the Estate Tax provisions 
of the Revenue Act of 1918 applicable to life insurance, and 
the presence of a fairer and more logical construction in the 
statute, to wit: That the excess over $40,000 of life insur- 
receivable by third party beneficiaries which belongs to 
the decedent's estate shall be considered in determining the 
value of the decedent's gross estate; and that life insurance 
which does not belong to the decedent's estate shall not be in- 
cluded in the value of such estate—two courses would seem 
available to the court in the disposition of this case. 

So as to construe the statute as to give it constitutional 
effect. 
2. To pronounce the statute in respect of its application to 


ot 


the construc- 


of 


ance 


life insurance payable to third party beneficiaries un- 
constitutional, void and of no effect. 
If it be the fact that there is ambiguity in the statute, such 


ambiguity is neither serious nor difficult; and the Government 
has, we submit, adopted a harsh and unreasonable construction. 
Seemingly not concerned with the Constitution, but only with 
that part of the statute which, standing alone, might support 
this construction, it has resolved every doubt against the tax- 
payer and in favor of the revenue, and wrongfully exacted 
from these plaintiffs a tax $108,657.38 in excess of the legal 
tax upon the estate of their testator. In justice to the plain- 


tiffs and for the protection of other estates as well, it 1s, 
therefore, necessary that the Court should put the Government 
right in this matter 


ITl. 


THE PLAINTIFF SHOULD HAVE JUDGMENT 
AGAINST THE DEFENDANT IN THE SUM OF 
$108,657.38, WITH INTEREST AND COSTS. 

Respectfully submitted, 
FREDERICK G. DUNHAM 
for Association of Life Insurance Presidents 
IN THE DISTRICT COURT OF THE UNITED 


STATES FOR THE WESTERN DISTRICT OF PENN- 
SYLVANIA. 


4 lttorney 


No. 2831 NOVEMBER TERM, 1922. 
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FRICK. “HELEN om 
McELDOWNEY 
Executors of the 
deceased, Plaintiffs, 

Vs. 
. G. LLEWELLYN, tormerly Collector of United States In- 
ternal Revenue for the 23rd District of the State of Penn- 
sylvania, Defendant. 
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OPINION OF THE COURT 
BY W. H. S. THOMSON, 
District Judge. 


OPINION © 
The decision of the Court in full was as follows 
THOMSON, J. 


The Executors of the will of Henry C. Frick have brought 
this action against the Collector of Internal Revenue for the 
23rd District of Pennsylvania, to recover the sum of $108,657.38, 
alleged to have been erroneously assessed and collected under 
the provisions of Section 402 (f) of the Revenue Act of 1918. 
The case was tried without a jury, on an agreed statement 
of facts, and the facts so stipulated are adopted as the Court's 
findings of fact, as fully as if set forth in this opinion. 

At the time of testator’s death, there were outstanding eleven 
policies of insurance upon his life, four of which were payable 
to his wife, and seven to his daughter. The aggregate amount 
of these policies, which was payable to, and received by, the re- 
spective beneficiaries was $474,629.52. This amount, less $40,000 
was included in the gross estate of the decedent, which exceed- 
ing ten million dollars in amount, exclusive of the insurance, 
the tax rate of twenty-five per cent. became applicable under 
the statute, and the additional tax assessed to the estate on 
account of this insurance, was $108,657.38, the amount sought 
to be recovered here. The policies in question were taken 
out by the decedent at various times, the first in 1874, and the 
last in 1901, their issuance in this way, varying in time, from 
eighteen to forty-four years before his death. 

The policies were different classes. Some were made 
payable to Mr. Frick’s estate, with no provision for change of 
beneficiaries, but were subsequently assigned to his wife and 
daughter, without reservation of power to revoke the assign- 
ment. Some were of like character, and were so assigned, 
with power reserved to revoke the assignment. Some were 
made payable to Mr. Frick’s executors, and subsequently by 
arrangement with the company, were made payable to his 
daughter as beneficiary, without power reserved further to 
change the beneficiary. In others, the wife and the daughter 
were named as beneficiaries, the policies containing no power 
which enabled the insured to change the beneficiary. All the 
premiums were paid by Mr. Frick and none of the assignments 
oft the policies made by him, were at any time revoked. 
The decedent died testate on December 2d, 1919, the will pro- 
viding “that all inheritance, legacy, succession or similar 
duties or taxes * * * shall be paid out of the capital of my 
residuary estate.” The tax was levied under Title IV of the 
Revenue Act of 1918, which went into effect on February 25th, 
1919. The parts of the Act material in the determination of 
this question are as follows: In Section 401: 

“A tax equal to the sum of the following percentages 
of the value of the net estate (determined as provided in 
Section 403) is hereby imposed upon the transfer of the 
net estate of every decedent dying after the passage of 
this Act, whether a resident or non-resident of the United 
States : 


se 





of 


SO 


“1 per centum of the amount of the net estate not 
in excess of $50,000: 

“* * * (Here follow the graduated 
amounts from $50,000 up to $10,000,000) * * 

“25 of the amount by which the net 


rates and 

25 per centum 
estate exceeds $10,000,000.” 

In Section 402: 

“That the value of the gross estate of the decedent shall 
be determined by including the value at the time of his 
death of all property, real or personal, tangible or intangi- 
ble, wherever situated— 

“(a) To the extent of the interest therein of the de- 
cedent at the time of his death which after his death is 
subject to the payment of the charges against his estate 
and the expenses of its administration and is subject to 
distribution as part of his estate: 

“(b) To the extent of any interest therein of the sur- 
viving spouse, existing at the time of the decedent’s death 
as dower, courtesy, or by virtue of a statute creating an 
estate in lieu of dower or courtesy; 


“(c) To the extent of any interest Goren of which the 
(Continued on next page) 
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IMPORTANT DECISION CONCERNING 
TAXATION—Continued 


decedent has at any time made a transfer, or with respect 
to which he has at any time created a trust, in contempla- 
tion of or intended to take effect in possession or enjoy- 
ment at or after his death (whether such transfer or trust 
is made or created before or after the passage of this 
Act), except in case of a “bona fide sale for a fair con- 
sideration in money or money’s worth. Any transfer of 
a material part of his property in the nature of a final 
disposition or distribution thereof, made by the decedent 
within two years prior to his death without such a con- 
sideration, shall, unless shown to the contrary, be deemed 
to have been made in contemplation of death within the 
meaning of this title; 

“(d) To the extent of the interest therein held jointly 
or as tenants in the entirety by the decedent and any other 
person, or deposited in banks or other institutions in their 
joint names and payable to either or the survivor, except 
such part thereof as may be shown to have originally be- 
longed to such other person and never to have belonged 
to the decedent ; 

“(e) To the extent of any property passing under a 
general power of appointment exercised by the decedent 
(1) by will, or (2) by deed executed in contempl: ition of, 
or intended to take effect in possession or enjoyment at 
or after, his death, except in case of a bona fide sale tor 
a fair consideration in money or moneys worth; and 

“(f{) To the extent of the amount receivable by the ex- 
ecutor as insurance under policies taken out by the de- 
cedent upon his own life; and to the extent of the excess 
over $40,000 of the amount receivable by all other bene- 
ficiaries as insurance under policies taken out by the 
decedent upon his own life.” 

In Section 408: 

“If any part of the gross estate consists of proceeds of 
policies of insurance upon the life of the decedent receiv- 
able by a beneficiary other than the executor, the execu- 
tor shall be entitled to recover from such beneficiary such 
portion of the total tax paid as the proceeds in excess of 
$40,000 of such policies bear to the net estate. If there 1s 
more than one such beneficiary, the executor shall be 
entitled to recover from such beneficiaries in the same 
ratio.” 

Aside from the provision of the will for the payment of the 
taxes from the residuary estate, and assuming the Act valid, 
and giving to it the interpretation claimed for it by the 
Government, of the total sum of $108,657.38, eighty-nine per 
cent. thereof would fall on the beneficiaries of the policies, 
and eleven per cent. on Mr. Frick’s estate. In other words, 
the Act undertakes to impose a transfer tax, ascertained by 
including in the gross estate the amounts which the executors 
never received, and were not entitled to receive, but which 
were received by his wife and daughter as insurance upon his 
life. This tax, by whatever name designated, is a graduated 
tax, and levied, not upon the value of that which the bene- 
ficiaries received, which under the Act would have been two 
per cent., but upon the value of the decedent’s total estate, 
which, as it exceeded ten millions of dollars, fixed the tax at 
twenty-five per cent. 

The plaintiff's claim that the tax thus imposed is invalid, 
and the decision of this question involves the proper construc- 
tion of the Act and the question of its constitutionality. 

As to the construction of the Act: It is perfectly clear that 
the taxes in question, under Section 401 are imposed upon the 
value of the net estate of the decedent, and their amounf 
equals the sum of certain percentages of the value of such net 
estate, varying from one per cent., when the amount of the 
net estate is not in excess of $50, 000, to twenty-five per cent. 
of the amount by which the net estate exceeds ten millions 
of dollars. The value of this net estate is determined in Sec- 
tion 403; that is, by deducting from the value of the gross 
estate, certain amounts therein designated and specified. The 
value of the gross estate is determined in Section 402; that is, 
by including the value, at the time of the death, of all property, 
real or personal, tangible or intangible, wherever situated, 
to the extent of the interest and property specified in para- 
graphs (a) to (f) inclusive. Paragraph (a) refers to such 


| 


} 
| 
' 








interest of the decedent at the time of his death in any prop. 
erty which is subject to the payment of charges and expenses 
of administration, against his estate and is subject to distribu. 
tion as part of his estate; paragraph (b) refers to the inchoate 
interest of the surviving spouse in any property which be. 
comes complete on the death; paragraph (c) refers to prop. 
erty transterred or trust created in contemplation of death: 
paragraph (d) to decedent’s interest in lands held jointly; para- 
graph (e) to property passing by will under a general power 
of appointment, or by deed in contemplation of death; the 
first part of paragraph ({) refers to insurance policies receiv. 
able by the executor, and then comes the provision in said 
paragraph under which the tax in question is levied, namely: 
“and to the extent of the excess over $40,000 of the amount 
receivable by all other beneficiaries as insurance under policies 
taken out by the decedent upon his own life.’ 

lf these words are given their ordinary meaning 
nificance, Congress did intend to include in the gross 
life insurance policies which, at the time of death, 
part ot the decedent's estate, 


and sig- 
estate 
formed ; 
and which the executors had no 
right to collect. This meaning or interpretation of the Act is 
strengthened on an examination of Section 408, which pro- 
vides that if any part of the gross estate consists of insane 
ot policies receivable by a beneficiary other than the exécut: 
the latter may recover from the beneficiary such portion of the 
total tax paid as the proceeds in excess of $40,000 of such 
policies bears to the net estate. In that specific case, provision 
is made for the recoupment of the executor, of the taxes which 
should have been paid by the designated beneficiaries. This 
provision does not relate to any other of the property desig- 
nated in the several paragraphs of Section 402. On the other 
hand, it is provided in the same section that if the tax. or 
any part of it, is paid by, or collected out of, that part of the 
estate passing to, or in possession of, any person other than 
the executor, in his capacity as such, such person shall be en- 
titled to reimbursement out of any part of the estate still 
distributed, or by a just contribution by those whose interests 
in decedent's estate would have been reduced if the tax had 
been paid betore distribution of the estate; the purpose of this 
provision being, as, in-said section is expressed, that so far 
as practicable and unless otherwise directed, by the will. the 
tax shall be paid out of the estate before distribution. 

In short, the beneficiaries of policies on the life of the de- 
cedent, other than the executor, are made the ultimate pay- 
masters of the taxes imposed on such policies. This is made 
clear, beyond question in Section 409, which provides that if 
decedent makes a transfer or creates a trust with respect to 
any property, intended to take effect in possession or enjoyment, 
at or after his death, or if insurance passes under a contract 
executed by the decedent in favor of a specific beneficiary, and 


in either case, if the tax in respect thereto is not paid when 
due, a transferee, trustee or beneficiary is made personally 
liable for the tax, and such property, to ue extent of the 
decedent's iuterest therein at the time of the transfer, or 


to the extent of such beneficiary’s interest under the contract 
of insurance, shall be subject to a lien equal to the amount of 
such tax. 

If this is the fair and proper meaning to be taken f 
provisions of the Act, when considered together, 
question as to the legality of the tax so imposed. 

None of the policies passed from the decedent's estate by 
will, descent or distribution; nor can it be held that any of 
the policies were transferred in contemplation of death within 
the meaning of paragraph (c) of Section 402, as all transfers 


from the 
we reach the 


occurred more than two years before the decedent's death. 
If a transfer without consideration, within the period of two 
years, is deemed to be in contemplation of death, unless the 


contrary be shown, it would seem that a transfer prior to that 
time would be presumed not to have been so made: and there 
is nothing before the Court to overthrow this presumption as 
to transfers of any of the policies in question. 

If it be true that the policies in question, on the death of the 
decedent, did not pass from decedent's estate by will, descent 
or distribution, and that no transfer of them was made in 
contemplation of death, within the meaning of the Act, they 
would not be subject to a tax imposed, either directly or in- 
directly, upon the transfer of the net estate of the decedent. 
Congress could impose a tax on such property, but not under 
the guise of an excise tax. The Supreme Court, in Knowlton 
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Moore, 178 U. 41, and in other cases, has, with pain- 
staking effort, ds Par out, and elaborated with great clearness, 
the line of distinction which separates death duties, by what- 
ever mode assessed, or by whatever name designated, whether 
probate duties, stamp duties, legacy taxes or estate taxes and 
those taxes which are imposed on property as such, because 
of its ownership and possession. The former may be ex xacted 
on the passing of property by will or descent as the result 

f death, as distinguished trom a tax on the property itself. 
tn other words, the estate duty is not on the interest to which 
some one succeeds on the death, but the interest which ceased 
by reason ot the death. And so have legacy and inheritance 
taxes been sustained, not as a tax on the property itself, but 
upon its transmission. This because the right to take by devise 
or descent 1s a legal, and not a natural right, and the authority 
which confers it may impose conditions upon it. While the 
right to regulate successions is vested in the States alone, 
Congress has the power to levy taxes on the transmission or 
receipt of property, which ts something apart trom the right 
to regulate its transmission. 

The amount of the net estate here made taxable under the 
Act, was increased by the total amount of the policies involved ; 
with the result that the amount of the tax in dispute was 
imposed upon, and arose solely trom, the value of these poli- 
cies included as a part of decedent's net estate. We must, 
ther ‘etore, inquire on what theory were they so included as a 
part of the estate. Insurance policies are property. Their legal 
a been well established by numerous authorities. In 
the case of Tyler, Administratrix, vs. Treasurer and Receiver 
General, 226 Mass., 306, the Supreme Court of Massachusetts, 
in considering the question of the right to impose a tax on 
money paid to the beneficiary under an insurance policy, con- 
sidered exhaustively, and laid down with clearness, the scope 
and character of imsurance policies and the rights of bene- 
heiaries thereunder. In substance, the Court held that a policy 
of msurance ts a contract and that the rules which are applic- 
able to contracts govern their interpretation and enforcement; 
that the rights of the beneficiary attach at once, when desig- 
nated as such in the policy, and are protected both by common 
law and statute; that where the beneficiary is the wife, her 
rights instantly vest upon a meritorious consideration: that it 
s the general rule that a policy and the money to become due 
under it, the moment it is issued accrue to the person mentioned 
as beneficiary ; that when the designation is made, his right 
is vested, taking complete effect as of that time, being in no wise 
modified increased at the time of the death of the insured; 
that such contracts are usually for the benefit of some de- 
pendent, and the insured retains no ownership of that which 
has passed to his beneficiary under the contract, = that so 
long as they last the nature of the beneficiary’s rights is not 
affected by a right reserved to change the iendibeied. If 
his designation be considered a gift, it is a present one, taking 
immediate effect, both in possession and enjoyment by the bene- 
ciary. To the amount due on the policy, the insured has no 
title, the right to such amount does not spring into existence 
until atter his death and even then, the monev belongs to the 
insurer, who ts charged with the duty under the contract, to 
pay to the beneficiary. 

The Courts of Pennsylvania have taken the same logical 
view of insurance policies, both under the common law and 
the statutes of the State. Anderson's Estate, 85 Pa., 202: 
Elliot's Appeal, 50 Pa. 75. If there were any question of the 
legal status of policies under the common law of Pennsylvania, 
there can be no doubt under the Pennsylvania statutes. By 
the Act of 1868, P. L. 103, “all policies of life insurance or 
annuities upon the life of any person which may hereafter 
mature, a — have been, or shall be taken out for the 
benefit of, or bona fide assigned to the wife or children, or 
any felative p Nao ndent on such person, shall be vested in such 
wite or children or other relative, full and clear from all 
claims of the creditors of such person.” By the Act of 1873, 
P. L. 41, assignees of insurance policies are authorized to bring 
in their own names. By the Act of May 5, 1915, P. L. 
the rights of the wife and children under the Act of 
1868, were made more certain by the use of the words: “not- 
withstanding the right to change the beneficiary named, has 
been reserved by the insured, or is permitted by the insurer.” 

Even before these latter acts were passed, the Supreme 
Court of the State, in Entwistle Travelers’ Insurance Co., 
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202 Pa., 141, held that the interests of a wife and children on 
a policy taken out by the husband on his life and payable to 
them as beneficiaries, were vested interests which the insured 
had no power to disturb. In that case the policy was. payable 
to the wife if she survived her husband, or in the event of 
her prior death, to the children; but if the insured survived 
the wife and children, then to his legal representatives. In 
the policy was a clause that it might be converted into cash 
at the option of the holder at the expiration of fifteen years. 
The husband and wife assigned the policy, and at the end of 
fifteen years, the assignee attempted to exercise the option 
and take the money. The Supreme Court held that neither 
husband nor wife, nor both together, had power to destroy the 
vested interest of the children, and no right to exercise the 
option existed in the assignee. 

In Parsons’ Estate, 102 N. Y. Supp. 168, 
assigned to the wife, the insured having the right to change 
the beneficiary. It was held that the policy could not be 
taxed as a part of the insured’s estate; that the wife obtained 
an immediate title right to enjoy the moneys when they be- 
came payable, and that this was so, although her title might 
be defeated by a change of beneficiary, or her own death dur- 
ing the lifetime of the insured. 

To the same effect is Lloyd vs. 
Ins. Co., 245 Fed. Rep. 162. In Washington Central Bank 
vs. Hume, 128 U. S. 195, Chief Justice Fuller, speaking for 
the Court, said: “It is, indeed, the general rule that a policy 
and the money to become due under it, belong, the moment it 
is issued, to the person or persons named in it as the bene- 
ficiary or beneficiaries; and that there is no power in the 
person procuring the insurance by any act of his, by deed or 
by will, to transter to any other person the interest of the 
person named.” (Citing a large number of cases in different 
states.) As the policy in that case was issued in Connecticut, 
the Court held that the rights and benefits given by the laws 
of that State were as much a part of the contract as if in- 
corporated therein, not only because the contract was made 
there but was to be performed there and the parties stipulated 
with reference to the laws of that state. 

It is not debatable therefore that those policies in this case, 
which named Mrs. Frick as beneficiary, with no power re- 
served to change the beneficiary, vested in her absolutely. It 
is scarcely less clear that those policies made payable to the 
personal representatives of the insured, but which were 
afterwards assigned by him, in his lifetime, without reserva- 
tion in the assignment or policies, to revoke the assignment, 
vested absolutely in his wife and daughter. Nor do I doubt 
that in those policies which contained no provision on the 
subject, but in which Mr. Frick by agreement with the com- 
pany, substituted his daughter as beneficiary, reserving no 
right to further change the beneficiary, the daughter’s rights 
became vested at once. And finally, I am of opinion that 
in the three policies in which the assured reserved a right to 
revoke the assignments to his wife and daughter, but never 
did so, the rights of the assignees were vested and absolute; 
that those rights vested immediately under the assignment 
subject to a limitation; not a conditional estate, vesting at 
the time of death, but an estate which vested at once, subject 
to be divested by the happening of an uncertain future event. 
As that event did not occur, there was no divestiture. 

Under these facts, the policies being the property of 
others than the decedent, upon what legal basis does the 
imposition of these taxes rest? It is defendant's conten- 
tion that the property itself is not taxed; that the tax is an 
excise tax on the right to trans mit property at death; 
that the inclusion ot non-taxable property in the measure 
of the tax, does not make the Act unconstitutional, if the 
measure of the excise be reasonable; and that it is reason- 
able to measure such tax by including the value of any 
property of which the decedent has made testamentary dis- 
position; that the purchase of a policy of insurance on 
one’s life is a testamentary disposition and therefore the 
Act is valid. The answer to this position is, that the Act 
undertakes to impose the tax upon the transfer of the net 
estate of the decedent, an excise on passing as the 
result of death, as distinguished trom a tax on the property 
itself. Here, there is no transfer at death, no passing of 
the property, upon whose value the percentages of taxa- 

(Continued on next page) 
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IMPORTANT DECISION CONCERNING lieu of payment. The estate would not be protected by 

° the provision for recoupment; such right of action could 

TAXATION—Continued never be equivalent of immunity from taxes, even if an 

tion are based. Neither can it be said, as contended by action would lie, by the executors, for the full amount 


the defendent in its supplemental brief, that if the taxes 
imposed by Sections 401 and 402 (f) cease to be an estate 
tax by reason of the effect of Sections 408 and 409, it 1s 
transferred, not into a direct tax but into an excise on the 
right of the beneficiaries to receive the insurance. This 
because estate taxes and what are known as legacy or 
inheritance taxes. are of the same character, death being 
the source from which the taxing power arises. Estate 
excise taxes are based on the power to transmit or the 
transmission from the dead to the living; while legacy or 
inheritance or inheritance taxes are based, on the trans- 
missions or the right to receive the property in question. 
Here, the right of the beneficiaries to receive the insurance 
did not spring from the death of the testator. Their rights 
arose under contracts of insurance. The date of death 
is simply the time when the insurers became obligated to 
pay, and the beneficiaries entitled to receive, the proceeds 
of the policies under their contract. What Congress did 
under Section 402 (f) was to impose a tax upon property, 
not an excise tax upon the happening of an event. In 
Pollock vs. Farmers’ Loan & Trust Co., 158 U. 5. 601, 
the tax upon an income derived from real estate and trom 
personal property was held to be in effect a tax upon real 
and personal property. Here, the statute arbitrarily makes 
something a part of the Frick Estate which 1n tact was no 
part of it, and upon the value of that, undertakes to levy 
an estate tax, an ad valorem transfer excise tax, amounting 
to 25 per cent. of the value. This, in my judgment, 1s the 
taking of property without due process of law; the levying 
of a direct tax without apportionment as required by the 
constitution. 


It is dificult to understand on what hypothesis this tax 
can be held valid. It would appear to be an attempt to 
impose a tax on the amount received by the beneficiaries 
under the policies, and to compel the executors to become 
the collectors of the tax, although such amounts consti- 
tuted no part of the estate and were not received, by, nor 
in any manner under the control of the executors. Gross 
inequities and unjust discriminations would inevitably re- 
sult from such a method of imposing taxes. Should the 
tax exceed the value of the property, the possessor would 
be given no right to surrender it to the taxing power in 





paid, because of the uncertainties of enforcing judgment. 
Conspicuously is this true in the Act under consideration, 
because it imposes a liability on the executors for the tull 
amount of the taxes, and at the same time only enables 
them by action to recover a part. Not only so, but the 
amount of the tax depends, not upon the value of the 
policies, or the total amount of all the policies, but upon 
the amount of the dead man’s estate, plus the value of 
the policies. 

In Knowlton vs. Moore, supra, which involved the in- 
terpretation of the War Revenue Act of 1898, where taxes 
had been collected on certain legacies and distributive 
shares, the rate being fixed, not on the amount coming to 
each individual, but on the whole personal estate. Chief 
Justice White condemned such method in these words: 

“But this is equivalent to saying that the principle 
underlying the asserted interpretation is that the 
house of A, which is only worth one thousand dollars. 
may be taxed, but that the rate of the tax is to be 
determined by attributing to A’s house the value of 


B’s house, which may be worth a hundredfold the 
amount. The gross inequalities which must inevit- 
ably result from the admission of this theory are 


readily illustrated.” 

In the same spirit and with the same thought in mind. 
in Hartman vs. Greenhow, in 102 U. S. 672, which involved 
the validity of a statute requiring a tax on bonds to be 
deducted from coupons, which were detached and held by 
different owners, Mr. Justice Field said: 

“Surely it is not necessary to argue that an act 
which requires the holder of one contract to pay the 
taxes levied upon another contract held by a stranger 
cannot be sustained. Such an act is not a legitimat 
exercise of the taxing power; it undertakes to impose 
upon one the burden which should fall, if at all, upon 
another.” 

In obedience to the authorities and the principles of law 
as I understand them, I am constrained to hold that. the 
imposition and collection from the plaintiffs of $108,657.38. 
the amount of the tax in question, was without authority 
of law and in violation of the plaintiffs’ constitutional 
rights, and that judgment for that amount should ix 
entered for the plaintiffs, and it is accordingly so ordered 
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AMERICAN LIFE SOCIETY, 
NEW YORK, N. ¥. 


“The examination of the above society by the New York In- 
surance Department shows several irregularities and in conse- 
quence we are publishing the examination practically in its 
entirety. The examination of the company is carried to June 
30, 1924. Joseph J. Magrath, Jr, signs this examination report. 

“Acting under the directions contained in the appointment of 
your predecessor, Hon. Francis R. Stoddard, Jr, I have made 
an examination of the American Life Society, a fraternal bene- 
ficiary society incorporated and transacting business under the 


provisions of article VII of the Insurance Law of this state. 
As a result thereof, I hereby submit the following report show- 


ing the financial condition of the said society at the close of 
business June 30, 1924 to have been as follows: 
Ledger Assets 

Pr 7 Cn. oc ccdtcncase eeokhenseeseas $33,561.95 
Cash in hands of president, since re- 

Ds .¢ » 6) 6esud Gebndeessesboesensee 2,000.00 
Ss Lane Gn ch oo on ose dee Ob0628bnEs ese 150.49 
Outstanding certificate loans.......... 4,890.18 
lbue from Max Winder (cash advanced 

for investment misappropriated).... 7,500.00 


Due from American Life Agency Co... 2. 986.88 








Due from Liquidator of National Serv- 
Pe EE bd cadddtbuncisccciesens 07.00 
ee Ce iis cach nacdtics Ckssegedetcaten< $51,186.50 
Deduct Assets Not Admitted 
lbue from Max Winder (fund misay 
ECE Pa, SP $7,500 00 
Due from American Life Agency Co. 2 YS SS 
Due from Liquidator of National Serv 
Ce ee 97.00 
eee $10,583.58 
EE Ne ae $40,607.62 


es ED I os di cccbsececcces 
Unpaid reinsurance premiums......... 
Estimated amount due for 

Department examinations 
Advance 


$2,500.00 
2385.53 

Insurance 

100.00 

545.83 


assessinents 


ese eeeeeeeeee eevee 


lieserve on outstanding certificates 
computed on the American Experience 
Table of Mortality i% interest, 
including the present value of an in- 


staiment death claim..........cccccs 


and 


60,775.61 
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SMOTIRE GERDPGMGS ccccccccocecccccceces 150.00 
Total liabilities ........esseeeeees P séeeuuwens , $64,256.97 
MeMACIONCY. 2 2 cccccccccccccccccccsccccesececeess $23,604.55 


Income and Disbursements 


A statement of the income and disbursements from January 
1, 1924 to June 30, 1924 is as follows: 
Income 
Mortuary ASSOBSMENES «2... 66 ce eee ee eee eee reer enees $11,136.39 
Extra mortuary ASSeESSMENtS.......66 cece eee eee eenes 4,037.73 
EXpeNS@ BSS@ESSMENES 2.2... cece eee eee ewer ene eeeneeees 2,874.65 
Extra @XPeNS@ ASSESSMENIS. .. 2... 6. cece eee eee ee eeeees 149.15 
Total income from members.............e0ee008- $18,197.90 
Interest on bank balances... .. 2.0... c eee eee eee weeees 497.56 
Betewest GE TORR. cc ccccccccccccecccccccccccececeecese AS 
i we ceeieid teases enmbwoedsee beeered $18,695.91 
Ledger assets December 31, 1923..........eeeeeeeees 57,785.25 
_. PPT TPeTPPrerrTrTeerererresrrerrsrrrrrereT re $76,479.14 
Disbursements 
Deaths GRBITES cccccecccccccccccccecccees $10,250.00 
Surrender values paid by cancellation 
OF POEM ccccccecececoeeeseecoeeseoeoos 6,158.00 
Total payments to members....... $16,408.00 
Salary of president.............eeeeee: 1,200.00 
| Expense drawings of president........ 1,425.00 
Office employees’ salaries............+.. 2,200.00 
iD. << = asgadivesoesG6ddetaseeescecceeces 1,060.02 
Legal expense—general ........-50ee006 775.00 
Postage, express, telephone and _ tele- 
WERDR. oc ccccccccccccccecceccoeccceses 345.21 
PTSD. . . cocsccccevesesccescecoes 670.37 


Insurance Department examinations... 367.41 





Commissions and fees to deputies and 
DUUEEIOGG. « « coccccccccccccecececees 185.70 
Collection EXPENSE . 2... cece eee eeeneneee 146.80 
Medical examimations ..........000008% 152.50 
Advertising, printing and stationery... 23.11 
lagal expense—cClaimsS .........00e0008: 150.00 
Miscellaneous @XPeNS@S .......66eeeee 185.52 
rn ne | |. on6n e666 6006066000666 0008 $25,292.64 
Balance, ledger assets June 30, 1924..........2000008. $51,186.50 
The income and disbursements by funds for the six months 
enced June 30, 1924. follows: 
Mortuary Fund 
DC Ce ee te eee ee ee eeee $62,708.82 
Income 
Mertuary assessmentS .........seeeee. $11,136.39 
Extra mortuary assessments........... 1,037.73 
Interest on bank balances............. 497.56 
ee 45 
Ts COD 900066 56osee cd eosaseesendsoceacosces $15,672.13 
ES ee ee ee ee a $78,380.95 
Disbursements 
ee ee ere $10,250.00 
DD WD oh nese. dd eeusetee eens 6,158.00 
I <del i eee kubbheeesewest 670.37 
legal expense claims.............eees. 150.00 
0 EE I ee ee $17,228.37 
nes Mn Gn GL A cn dbudccducactacdasecansidiccns $61,152.58 
Expense Fund 
Deficiency, December 31, 1923...........ccccccccccces $4,925.59 
Income 
Expense assessments ........cccccccces $2,874.63 
Extra expense assessments............. 149.15 
De ED Vaated dvctaceebeus bdcesebsiecinscus $3,023.78 
Deficiency before disbursements...................-- $1,901.81 




















Disbursements 
Salary of president. .....cccccccccccces $1,200.00 
Expense drawings of president........ 1,425.00 
Office employees’ salaries.............. 2,200.00 
Legal Expense General.............+6- 775.00 
PD. “ddedsdwedcdedes ves eweccnséadsnceee 1,050.02 
Postage, express, telephone and _ tele- 
i TT rTerTrrTrorree Tre teri tt 345.21 
Insurance Department examinations.... 367.41 
Commissions and fees to deputies and 
GEE, . 1c de awedcsccesocénctevesce 185.70 
GUSTS GUGMED ccccccedcccccccesess 146.80 
Medical examinations .............ee.. 152.50 
Advertising, printing and stationery... 25.11 
Miscellaneous expenses .........eeee05. 185.52 
ee SS vive ccccdcssusecdeccedciceecssi $8,064.27 
DeBeiemey, SUMS BO, WG. cccccccccccccccccccecvccecss $9,966.08 
Recapitalization of Fund Balances 
Mortuary Fund—balance .............. $61,152.58 
Lxpense Fund—deficiency ............ 9,966.08 
SO ge ee eer $51,186.50 
History 
“This society was incorporated on October 1, 1918 and was 


authorized to transact business as a fraternal beneficiary society 
under the provisions of Article VII of the Insurance Law of this 
on May 5, 1919. The society did not develop as rapidly 
the organizers expected it would and in order to acquire 
business it entered into a reinsurance contract on September 
13. 1919 to reinsure the members of the National Service Life 
Society, of Rochester, N. Y., which was defunct. The 
reserves of the said society were practically exhausted and since 
it had been collecting assessments on an adequate basis and had 
agreed to maintain the reserves thereon upon the American Ex- 
perience Table of Mortality and 4% interest, the officers of the 
American Life agreed that they would make up the 
amount of the deficiency, as shown by a valuation to be made 
by their consulting actuaries, taking into consideration a special 
provision for the accumulation of the in the future 
set forth in the of reinsurance. The officers also agreed 
ty» make up the of certain benefit claims of the society 
which would be assumed and paid, this, I am informed, 
done to the extent of $3.500. 

“As a result, a certain amount of money paid into the 
society at that time the American Life Agency Company, a 
stock corporation controlled by the management of the American 
Life Society. 

“Another contract entered into on December 
ol, 1919 whereby the society assumed the outstanding certificates 
the National Temperance Life Insurance Society. The 
ef the latter society sufficient to meet the reserves on 
when valued under the provisions 
forth in the reinsurance contract and were also sufficient to 
all other liabilities of the said society. Only about 200 
cates were finally reinsured under this contract. 

“The society has issued certificates upon the 
fifteen and twenty year limited payment plans. 
force a certain number of term certificates. 

“The society has written insurance on any one life not to ex- 
ceed $10,000, but it has reinsured the excess over $3,000 with the 
Reinsurance Life Company of America, of Des Moines, Iowa, 
under a special contract. 

Deficiency in Reserves and Plan to Reinsure Members 

“This Department made an examination of this society as of 
December 31, 1922, the report of which shows an impairment in 
the reserves of $4,683.98. A recommendation was made in the 
report that steps be immediately taken to make good this im- 
pairment. The management believed that inasmuch the im- 
pairment was small that the society could in a short time 
eliminate the same through the savings of mortality. However, 
at the end of the succeeding year, to wit., December 31, 1923. as 
a result of a valuation of the outstanding certificates by the 
consulting actuaries of the society, it was shown that the de- 
ficiency had increased the amount of $20,697.22. The manage- 
ment was immediately notified that this condition could not con- 
tinue; that must taken to eliminate this 
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AMERICAN LIFE SOCIETY—Continued. 
and, as a result, the officers stated that on account of the diffi - 


culty of obtaining an amount of business sufficiently to cover 
the normal running expenses of the society and extend the 
society’s business in a manner which was contemplated, they 


believed that it would be better to reinsure the remaining cer- 
tificates and that an officer of such reinsurance had been made 
by the Grand Lodge Ancient Order of United Workmen of 
Connecticut, located in New Haven, Conn., provided the de- 
ficiency were eliminated; that it was their purpose to levy extra 
assessments upon the membership for such a period of time 
as would be necessary to eliminate the deficiency in the reserve, 
‘above mentioned. 

“In accordance with this 
that beginning February 1, 
month with an extra assessment ‘equal to the net monthly one 
year term premium, American Experience and 4% interest, 
according to the amount of insurance in force at the member's 
age at December 31, 1923, plus 10¢ per month loading for ex- 
penses.” This method resulted in a heavy lapse ratio and many 
members decided to drop their insurance and demand one of the 
withdrawal equities to which they were entitled to, provided 
their certificates had been in force at least three years. 

“A later valuation made by the actuaries of the society dis- 
closed the fact that the deficiency in the reserves had not been 
decreased and since the office force of the society had to be 
maintained and a certain amount of overhead expenses met, 
negotiations were again opened with the officers of the Grand 
Lodge Ancient Order of United Workmen of Connecticut, for 
the purpose of agreeing upon a plan of reinsurance or merger 
with this society. As a result, the latter society agreed to enter 
into a merger contract with the American Life Society under 
which the business of the latter would be merged with the 
former society and the legal liabilities of the American Life 
Society met from the funds of this society and the future claims 
provided for out of the assets and future income of such mem- 
bers, provided extra assessments at the same rate were continued 
until the deficiency in the reserves of the members is eliminated. 
A contract of merger was subsequently drawn up, which has 
been executed by the officers of both societies after approval 
thereto was given by the supreme legislative bodies of both 
societies. This contract was approved by former Superintendent 


were notified 
charged each 


plan the members 
1924 they would be 


of Insurance Hon. Francis R. Stoddard, Jr., on June 27, 1924 
and I am informed that the contract will be approved by the 


Commissioner of Insurance of the State of Connecticut just 
soon as a copy of this report has been filed with said Department. 
“An original copy of the contract of merger will be filed with 


as 


this Department as soon as executed by the Commissioner of 
Insurance of Connecticut. 

“Acting upon the assurance that the said contract would be 
approved by the Commissioner of Insurance of the State of 


Connecticut, the assets of the American Life Society were trans- 
ferred to the Grand Lodge Ancient Order of United Workmen 
of Connecticut on June 30, 1924 and pending the signing of the 
approval of the contract by the Commissioner of Insurance of 
Connecticut the assets of the American Life Society are being 
held as trust funds and the business of the society is being 
conducted at the regular office of the society in New York City. 


Expenses of Management 

“The ratio of expense of management of the society has been 
relatively high for the reason that the company’s gross income 
has not been large. For the year 1923 the ratio was 34%% 
of the income from members. The officers have not been able 
to cut down management expenses in proportion to the decreas- 
ing income from members and this has resulted in an overdraft 
in the expense fund of $9,966.08 on June 30, 1924. In other 
words, the miortuary fund of the society has been used for ex- 


penses to the said extent. 

“The president has continued to draw salary down to March 
31, 1924 and expenses at the rate above stated down to the 
end of June, notwithstanding the fact that the expense revenue 


of the society was not sufficient to pay these amounts and also 
maintain the other necessary expenses of maintaining the office. 
Surrender Value of Certificates 

“The contract of merger provides that any member of this 
society who may have a right to surrender his certificate and 
withdraw the portion of the reserve to his credit may continue 
to exercise this right, provided a deduction is made from the 
amount of the member's reserve representing the percentage of 





| 





the deficiency in the reserves of the society as shown 
last valuation made by the actuaries. 
Accrued Interest 
“There will be credited on the bank deposits a certain amouy 
representing accrued interest by the depositories. 
“The deficiency in the assets as shown in this report amouny 


by th 


to the sum of $23,654. The ratio of total admitted assets 
total liabilities is approximately 68%. This ratio will probab) 
be increased slightly by the receipt of certain premiums dy 
and included on certain certificates. The full reserve entered 

the liabilities assumes that such premiums have been paid 
There will be a further credit representing accrued interest 
the bank balances and also by reserves released by those cer 
tificate holders who will not continue their insurance and wh 
have not been in the society long enough to acquire withdraws 


equities. 
Causes of Impairment 


Mortuary fund used for expenses................005. $9,006.08 
I I al esl ee ee ee eee eneweaeeeleonedes’s on0.m 
Defalcation of vice-president. ..........ccccccececees 7,500.0 
EE Pe ne ee Pee 3,083.8 
Inadequacy of mortuary fund...........ccccsceeeees 2.54.9 

tt . . sW#Jlhee ch sped diueeecawaenneesee $23,654.35 


Membership and Insurance in Force 

On June 30, 1924 there were 428 members who are 
in good standing, with insurance on such certificates 
in the aggregate to $655,500. This not include 
who have taken paid-up or extended insurance in 
of their certificates. 

The officers of the Society are as follows: 

Officers 
President, Jacob Sincoff; vice-president, Max Winder; secretary; 


considered 
amounting 
mem bers 
surrende 


does 


R. L. Lipscomb: treasurer, Louis Wiard. 
CONNECTICUT GENERAL LIFE, 
HARTFORD, CONN. 

The Connecticut General Life Insurance Company has jus 
issued a new accident policy intended primarily for men an 
women not engaged in any regular occupation, a class previous} 
eligible for protection only against death and serious and per 
manent forms of injury. 

In addition to principal sum payments for loss of life, lim 
or sight, which double for travel accidents, etc., the new policy 
contains a schedule of fixed indemnities payable for minor in 


juries, dislocations and fractures, with an allowance for surzical 
treatment, hospital confinement, and nurse’s services, The polic 





is issued for one, two, three, six or twelve months, and is well 
adapted to vacation needs. 
CONNECTICUT MUTUAL LIFE, HARTFORD, CONN. 


The Connecticut Mutual Life Insurance Company in June 1% 
issued the largest volume of life insurance for any one month ip 
its entire history of over seventy-eight years. The total 
issued during the month was $9,978,259 which exceeds by 
than 55 per cent the figure of June 1923. This record complete 
the first six months of the current year during which perlod the 
company has issued a total of $54,988,160, representing a _ gain 
of moore than 15 per cent over the corresponding period of 193 
and establishing a new six months’ record. 


amount 
more 


MUTUAL LIFE INSURANCE 
KANSAS CITY, MO. 


EMPIRE COMPANY, 


This company was organized in Dallas, Texas in August, 19% 
as a mutual level premium legal reserve company. 

In April of this year it was reorganized under a Missouri char- 
ter and transferred its headquarters to Kansas City. 

The company advises us that it was organized for the 
of writing life insurance for members of the Klu Klux 
although it does not confine itself to Klan risks only. 

The charter of the company provides that ‘“‘we make insurance 
upon the lives of individuals and other insurance pertaining 
thereto or corrected therewith, with no restriction to any par 
ticular classes.” 

The company is owned and controlled by Knights of the Klu 
Kiux Klan and the entire capital stock of the company is held 
in the national treasury of the Klan. 

(Continued on page 48) 
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EMPIRE MUTUAL LIFE INSURANCE COMPANY—Continued. 


Officers and directors are Klansmen of national reputation. 

The company is writing ordinary life endowments at age 8&5, 
20 Payment Life, 15 Payment Life, 10 Payment Life, 20, 15 and 
10 Year Endowments. 

S. H. Venable, Atlanta, Ga. is president of 
C. McCall, Washington, secretary; C. H. 
W. J. Laidlaw, general manager. 

The company has already entered or is planning to enter the 
states of Indiana, Ohio, Oklahoma, Kansas, Louisiana and Texas. 

The company had December 31, 1923 assets of $3,624, net 
serves $3,317, insurance in force $724,000. 


the company: H. 
McBrayer, treasurer: 


re- 


EQUITABLE LIFE INSURANCE COMPANY, 
DES MOINES, IOWA. 


An examination of the Equitable Life Insurance Company of 
Iowa has been completed by the Insurance Commissioner of the 
State of Iowa; the report being dated January 12, 1924 showing 
the condition of the company up to and including December 
31, 1923. 


The report on the company is most complimentary. Extracts 
follow: 
“The company was incorporated on January 28th, 1867 under 


the general corporation laws of Iowa, with an authorized capital 


stock of $100,000.00 all of which was subscribed and one-fourth 
of which was paid in. Small amounts were paid in on the 
capital stock account at various times until 1881 when the pay- 


ments on the original capital stock were completed 

“On January 8, 1907, the authorized capital stock was increased 
to $1,000,000.00 divided into shares having a par value of $25.00 
per share and the paid-up capital at that time was increased to 
$300,000.00 and continued at this amount until 1920 when the board 
of trustees under authority given by the articles of incorpora 
tion unanimously passed a resolution authorizing the issuance 
of additional paid-up capital stock of $200,000.00 making a total! 
paid-up capital at that time of $500,000.00. This additional! 
sapital stock was paid in cash by the existing stockholders. 

“On February 12, 1923, at a meeting of the board of 
the following resolution was unanimously adopted. 


trustees 


“*Resolved that under the authority vested in the board of 
trustees under article III of the articles of incorporation of the 
company as amended January 7, 1913, Eight Thousand share 
of capital stock be issued and that the stockholders of record 
February 12, 1923, shall have the right to subscribe for and 
take their proportion of the shares to be issued on condition 
that they shall be paid for at par and in cash not later than 
April ist, 1925. Any share not taken by any stockholder, shall 
be available for other stockholders in proportion to their hold- 
ings. Fractions over one half a share shall count as a full 
share, and a fraction of less than half a share shall be released 


for equalizing purposes.’ 

“All of the stockholders availed themselves of this opportunity 
and paid cash in full for increasing their holdings making the 
paid-up capital stock of the company from April, 1923, $700.00. 
The stock records are carefully kept, the ledger accounts, stock 
certificate books and other stock records all being in balance 

“There were no amendments to the articles of incorporation 
during the period covered by the examination. 


Management 
The management of the company is vested in a board of 
trustees consisting of fourteen members elected by the _ stock- 
holders at their annual meeting held on the fourth Thursday 
in January of each year for a one year term. The articles of 
incorporation require that a majority of the board of trustees 
be residents of the State of Iowa, but do not require that they 


be stockholders of the company. 

“Trustees not receiving other compensation from the company 
are paid $100.00 per annum for their services. 

Officers 

“Officers are elected and certain others are appointed by the 
board of trustees at their regular meeting held on the fourth 
Thursday in January each year for one year term and can serve 
until their successors are elected and qualify. 


“The board has power to discharge any officer at any time 
and create additional appointive offices whenever they deem it 
advisable. 

“All of the elective officers are selected from among the mem- 


bers of the board of trustes. 





’ 





Field of Operation 

“Since the date of the last examination, the company has been 
admitted to transact business in the following: District of 
Columbia, Maryland and West Virginia. 

“At the present time the company is authorized to 
business in the following states and district as evidenced 
the current licenses inspected by your examiners: California, 
Colorado, Dist. of Columbia, Illinois, Indiana, Iowa, 
Kentucky, Maryland, Michigan, Minnesota, Missouri, 
New Jersey, North Dakota, Ohio, Oklahoma, Oregon, 
Vania, South Dakota, Tennessee, Virginia, West 
Washington. 


transact 
by 


Kansas, 
Nebraska, 
Pennsyl- 
Virginia and 


Agency Organization 
The general 
is vested in 


supervision of 
the Agency 


the company’s agency organization 
Committee which is composed of the 
president executive advisor, secretary, treasurer and superinten 
dent of agencies who report to the trustees and the executive 
committee, and is conducted upon the general agency plan. 

“The agents contracts are for a specified time and contain pro 
vision for automatic continuance upon certain conditions. 

“All of the contracts now in force are fair and equitable and 
are similar to those of other life companies of recognized stand 
ing. 

“The first year's paid in 1922 44.14 per 
cent of the first year’s life premiums less reinsurance premiums 
paid out, and in 1925 44.55 per cent. 

“The entire amount chargeable to 
ing very liberal for Home 
were 


counnissions were 


includ 
ete, 


first year's business 
percentages Office salaries, rents, 
1922 TH.SHO% 
1923 76.11% of the first 
premiums after deducting the reinsurance premiums 
Policy Forms, Reinsurance 
company participating and non-participating 
The usual and total disability and double 
indemnity provisions are also issued. All policy forms and riders 
in use by the company examined have ap- 
proved by your Department, 
“The following schedule 
tion by the company. 


life 
out. 


ve i rs 
paid 


he 


policies, 


issues both 
permanent 
bie ¢*T) 


were and 


shows the maximum limit of reten- 
Continuous Monthly 

Income 
Reversionary 

Annuities 

S20) month 
month 
month 


month 


Policies and 

Term to » Yr. 

Age 65 Conv. Term 
None None 
$10,000* S5.000% 
30.000 10.004) 
10.000 " 
20.000) 1¢ 
None None 
None None 
None None 
None None 
None None 


Life and 
kndowment 
$5,000 
104MM) 1oa 
SOO00 14) 
KM) 1) 
50.000 10) 
20 000 SO 
10.04) 4) 
5.000) “*) 
15.000 (a) 
20.000) SO) 


Age 

Mate ly 17 
Male 1S—20) 
Male 21-24 
Male ye | 
Male 
Male nO 
Mule 61 
Female 18-20 
Female 21-24 
Female 2-0 
*Only if 


(MM) 


month ALLL 


month 
month 
month 
month 
month 
nearest birthday. 

began 


~- ~s a as a- 
— — = —_ — 


age 20 at 
“In 1922, the company 

certain medically impaired risks on a 

Qn risks where an extra premium is 

hazard, are issued on both 

participating basis. On substandard 
of retention is $10,000 except that no 
the expected mortality is ZI 

The maximum Double 

Ages 18-55 $10,.000*. 
*Not issued with 5 year term 
The maximum Disability limit of retention is: 

Ages 18-55 With both waiver of premium and $25,000* Annuity 
of 1% of the face of the policy per month. 

Ages 18-5 Waiver of premium benefit in 
waiver and annuity benefit is carried on 
*Not issued with 5 Year Term Policies. 
‘The excess over the amounts indicated 

surance contracts were inspected by your 

pany not reinsurance. 
The following schedule shows the business in 

31, 1925 according to the kind of policy: 


substandard business on 
non-participating 
charged for occupational 
the non-participating and 
risks the maximum limit 


policies are issued in case 


; ; r 
issSulInyL 


basis 


policies 


over 


Indemnity limit of retention is: 


policies, 


both S&40.000* 


Cisse 


$25,000, 


The rein- 


The com- 


is reinsured. 
examiners. 
does accept 
force December 
Number Amount 

126,405 $261.270,002.70 


28,405 06,562 977.20 
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 Perrrr rrr. cdpasededé beSentécove peawsad 5,682 27,172.277.42 

rr DEED cvcscsiddededssesedesece 3,761.971.86 

Total Im FOFCE 1B/SL/ZS,x ccccccccccccecccess 160.537 $348,767,229.18 

TE. C00 ccte ne ditbeecehehe denaacend~eta 52 $7 ,845,711.0€ 
Annual Dividends 

“All participating business now in force and all now being 


issued is on the annual dividend plan. 
are declared 


The dividends to policy- 


holders by the Board of Trustees annually in Jan- 


uary for the year following from March 1, to February 28 
inclusive, 
“The company pays dividends at the end of the first insurance 


year, the first dividend being contingent upon the payment of the 
second year’s premium while the second and subsequent annual 
dividends are payable at the end of the year and are 
not contingent on the payment of the next year's premium. 
“For the dividend year from March 1, 1923 to February 29, 1924 
and as adopted by resolution of the board of trustees on January 
20 For premium paying 


insurance 


°> 18283 dividends were declared as follows. 


annual dividend policies issued prior to October 20, 1907 on the 
Actuaries 4% reserve basis the dividends are based on a_ per- 
centage of the premium. This percentage varies according to 
year of issue and plan of policy. On the ordinary life plan 
this percentage is 699% of the premium on policies issued in 1867 
and grades down 1% per year to 200 of the premium on policies 
issued in 1007. 

“On paid-out participating policies on the 4% basis, the divi- 
dend is composed of two parts; first, surplus interest at the 
rate of 1% on the initial reserve: and second, mortality savings 


determined as a percentage ofthe tabular cost of insurance 
graded according to the attained age of the insured at the 
beginning of the policy year. This percentage is 200% of the 


tabular cost at attained age 20 and grades down to 1% at attained 
age 71. On still in full with paid-up additions, 
the regular dividend is increased by 14% of the sum of the 


dividends applied to purchase said paid-up additions; except if 


policies force 


the poliey is full paid, the increase shall be at the rate of 1%. 
“For the various forms of participating policies issued sub- 
squent to October 20, 10907 on the American Experience Table 


of Mortality with °4,% interest, the dividends are. paid in 
accordance with the following specifications: 

“lL On premium paying annual dividend policies in full force, 
the dividends to be calculated on the contribution plan, each 


dividend being made of three items, as follows: 


“First: Expense savings equal to the following percentage 
of the loading contained in the premium, first dividend 20%, 
increasing by 10 until the sixth year. and thereafter increasing 
by 4% up to and including the 16th year, thereafter to remain 
at . 07. 

“Second: Surplus interest at the rate of 10 on the _ initial 
reserve, 

“Third: Mortality savings determined as a percentage of the 
tabular cost of insurance, graded according to the attained age 
of the insured at the beginning of the policy year as follows: 
27'2% up to and ineluding attained age 36 decreasing there- 
after by 4 each year until attained age 62, thereafter the per- 
centage to remain at 21%. 

“2. Single premium and paid-out policies: Annual dividends 


to be made of three items, as follows: 
“First: 34% of the loading contained in the corresponding 
Single Payment Policy. 


the initial 
mortality graded 
insured at the beginning 
attained 
thereafter, re- 


rate of 1% on 
percentage of the tabular 
the attained age of the 
year as follows: 274% up to 


“Second: Interest at the 
“Third: <A 
according to 


of the policy 


reserve, 


cost, 


age of 36. 
decreasing %4% each attained age 62, 
maining at 21¢ 

‘3. Paid-up additions: Where there any paid-up additions 
policy still in full force the regular dividend shall be in- 
creased by 1% of the dividends applied to the purchase of such 
paid-up additions. 


vear to 


are 


to a 


“The interest dividends upon funds held under supplementary 
contracts and upon funds left with the company at interest are 
upon a basis which is equivalent to the difference between 4.8% 
and the rate guaranteed upon the principal sum held on de- 
posit by the company. 

“The dividend scale for 1920 having been reduced on account 
of the influenza epidemics of 1918 and 1919, the company is 


its policyholders in groups. 
dividend was paid on 


reduction to 
fifty per cent 


repaying this dividend 
During 1922 an additional 
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all participating policies issued from March 1, 1902 to March 1, 
1915. By further resolution of the Board of Trustees on January 
25, 1923, it was resolved that an extra dividend be allotted from 


March 1, 1923 to February 29, 1924, inclusive upon the various 
forms of participating policies issued from March 1, 1915 to 
February 28, 1918, inclusive, equal to one-half of the regular 


dividend payable from March 1, 1923 to February 29, 1924. 

“By resolution of the Executive Committee on September 21, 
1923, the company will pay quinquennial dividends beginning 
March 1, 1924 in accordance with a quinquennial dividend scale 
then adopted. Accordingly all premium paying policies that 
complete their 5th, 10th, 15th, ete., year between March 1, 1924 
and February 28, 1925 (which is the dividend year of the com- 
pany) will receive a quinquennial dividend in addition to the 
regular dividend. ‘aid out policies on the 4% will also 
receive a quinquennial dividend. These quinquennial dividends 
together with the regular annual dividends make the net 
for the company lower than at any time in the history of 
company. 


basis 


cose 


the 


Allocation of Surplus 
“For many years the company has issued both participating and 
non-participating business. Certain forms of policies are issued 








on both the participating and non-participating basis while 
other forms are issued on only one basis. 

“The business is divided between participating and non- 
participating bases as follows: 

Number Amount 

Participating business...........c..cccccees 141,286 $292,963,650.86 
Non-participating business ............... 19,251 55,803. 578.32 
Total im force 12/3E/Z.. ...cccccccccccccce’s 160,537 $348,767,229.18 

“During 1225, the business issued was divided between the 
two classes as follows: 

Number Amount 

Participating business .........cccccccees 16,475  $38,668,919.08 
Non-participating busimess................ 4,729 20,980,857.44 
ee GE 6 o0d'euseswsanndsdhoncedecedéehe 21.204 $59,649.776.52 

“Up to 1919, the company had never made any attempt to 
determine the actual surplus derived from the separate classes. 
In 1919 extensive calculations covering the entire history of the 
company were made in order to determine the amount of sur- 
plus accruing from and belonging to the participating and the 
non-participating departments as of December 31, 1917. The 
company has extended its caleulation for the years since 1917 
up to and including 1922. The caleulations for the year 1925 
will be made early in the present year. 


Beginning with January 1, 1922 the company revised its records 
so that premium income and other items which can be definitely 


allocated to the participating or non-participating departments 
will appear separately upon its records. The company also pre- 
pares each year a separate gain and loss exhibit for the two 


departments. 

“The methods employed in the original allocation of 1919 were 
very fully described in the report of the last examination by 
your Department and it is therefore not deemed necessary to 
repeat the details employed. The calculations since the period of 
the last examination were inspected by your examiners. 


Valuation 


in foree are valued on the 
business issued prior to October 
Table of Mortality at 4% and all 


“All the policies of the company 
full level premium basis. All 
21, 1907 is on the Actuaries’ 


business issued subsequent to that date on the American Exper- 
ience Table of Mortality at 3%%. The company at the present 
time values all policies on the American Experience Table of 
Mortality at 344%. This is done to meet legal requirements in 


where the company does business. 
the Double Indemnity Benefits are based 


a net premium of $1.00 per thousand in all 


certain jurisdictions 
“Extra for 
on the assumption of 


reserves 


cases where the premium paying period is co-extensive with 
the period of the benefit. In such cases, the mean reserve is 
$.50 per thousand. This reserve applies to all continuous pay- 
ment life and endowment plans. The terminal reserves on all 
limited payment life and endowment plans are obtained by 
accumulation of the difference between the net premium for the 
Double Indemnity Benetit for the Limited Payment Plan and 


age in question and the net premium of $1.00 on the continuous 


(Continued on next page) 
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EQUITABLE LIFE INSURANCE COMPANY—Continued. 
payment plans. The mean reserves are found by the usua! 
method. 

Extra reserves for permanent disability benefits are based on 


Hunter's 3% Tables. In order to simplify. the valuation of those 


benefits on active lives, the Company uses the effective age 
method. This effective age is determined for each plan and 


each year of issue by finding the ratio of the total life reserve 
to the total insurance in force for that plan and year of issue 
Then the age to which this average reserve corresponds is found 
This age thus obtained is taken to be the effective age of issue 
for the total disability benefits in force, for the plan and year 


in question. The correct reserves on Hunter’s 3% Tables for 
this age plan and amount are then determined. Reserves for 
disability claims incurred are calculated in accordance with 
Hunter's 3% tables for disabled lives 

“Original annuities are valued on the basis of McClintock's 
Annuitant Tables at 3%%. Supplementary contracts involving 
life contingencies are valued on the American Experience Table 


and 3%. 
Equitable Savings Fund 

“Effective January 1, 1920, the company established a fund for 
the benefit and protection of its employees. Any employee of 
the company after one year of continuous service and whose 
earnings for the calendar year preceding were not in excess of 
$5.000.00 is eligible to become a depositor. Any eligible em- 
ployee may deposit in any one year an amount not in excess of 
5% of his compensation for that year. To the amount deposited 
by the employee the company credits this fund with an amount 
equal to one half of such deposits. 

“This fund is invested by the Trustees of the Fund 
and the net income from the investments of this fund is separated 
and credited proportionately to the part of the fund derive} 
from the depositors and from the company’s contributions. 

“A depositor retiring from the service of the company on 
account of being permanently incapacitated by age or ill health 
or by being retired from the company’s employ after no 
than twenty years of continuous service is entitled to the entire 


Savings 


less 


amount standing to his or her credit. 

“Upon the death of a depositor while in the service of the 
company, his or her legal representatives are entitled to the 
amount he or she would have been entitled to had he or she 
retired as provided by the preceding paragraph. 

“In case a depositor voluntarily retires or in case he or she 
leaves the service of the company for any reason other than 
those provided in the two preceding paragraphs, he or she is 


entitled to the return of all of his or her deposits together with 
the interest earned thereon, but, he or she forfeits all right to 
amounts credited to his or her deposits by reason of the sub 
scription made by the company. 

“The bond holdings of the company 
Municipal bonds and certificates. 
schedule shows the bonds by states. 


consist of County and 


assessment The following 


ee ee er re eet a eee $1,696,.858.28 
DED - £6066.6066056600000006000 608 06000000600 197,056.49 
TT , sdveeceseebeeteee ds c0nbstWesers bn0ees 180,386.66 
BE § BEd Sd ee osetsbcedecesocedesvcsccesvocece $2,074,301.43 
“All of these items are in the possession of the company. Dur 
ing the course of this examination all of these bonds were 
examined, counted and found correct. Most of them bear 6% 
interest. The company carries these bonds on an amortized 
basis. 
“The management of the company is efficient, economical and 
conservative and the present officers have been connected with 


the company for many years. 

“We desire to express our appreciation of the courteous assist- 
ance rendered by the officers and employees of the company dur- 
ing the course of this examination. 

“We by H. J. Van 
Kennon, L. J. and R. F., 
Department. 


Aken, 
Preston 


7. de 
of the 


Wilbois, R. E. 
Iowa Insurance 


assisted 
irwin, 


were 


Respectfully submitted, 
Ralph Kennon, 
Actuary. 
BE. R. Holmes, 
Examiner in Charge.” 
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FEDERAL LIFE AND ACCIDENT COMPANY, 
ST. JOSEPH, MO. 

The above company has been licensed to transact an accident 
and health business on the assessment plan by the Missouri De. 
partment of Insurance. License was issued to the organizers 
about four months ago. We have not as yet received financial 
statement of this company. 

FRATERNAL HOME SOCIETY, 
PHILADELPHIA, PA. 

I'raternal Home Society of 

examined by the Department 


The 


been 


Insurance 
Insurance 


Philadelphia has 
of Pennsylvania 


the report of the examiners showing the condition of the com. 
pany as of December 31, 1923. The examiners compliment the 
management of this society upon the successful showing made 
and the satisfactory manner of handling claims: Extracts from 
the examiners report follow. 
Scope of Examination 
“This examination is the first since December 31, 1920, when 


the Society was examined jointly by the New York and Pennsy]- 
vania Insurance Departments. The Society healthy 
growth and development. The plan of following 
has brought ideal results and in all found 
to be in a healthy and prosperous state of financial stability 


shows a 

operation as 

the organization was 
Income 

“The membership of the Society is segregated into four classes: 


the revenue derived from each being allocated to the particular 
class in the books of account and then grouped yearly for the 
purpose of compiling the annual statement. 

“Premiums or assessments receipts are rendered monthly by 
subordinate lodges. Tests were made of the accounts submitted 
and showed proper credit had been made to the funds of the 
various classes. 

Disbursements 

“Disbursements items were checked, vouchers for different 
periods throughout the year examined and found to support the 
disbursement entries survey of the disbursements items for 


the period of this examination showed same to be moderate. sa 
aries of officers and 
mum and other expenses 
vatism 


commissions of mini 


within 


deputies are at a 


well proper margins of conser 
Mortgages 
liens. 


and 


first 


policies 


collateral are all 


bonds, 


made on real 
The mortgages together with the insurance 
other papers were examined and found to be in proper shape. 
Mortgage loans are only made after careful investigation of the 
property offered and are restricted to within the limits set 
forth in the by-laws of the Society and the State statutes. 
Bonds 
“These securities with one exception consist of Federal Govern. 


“Loans estate as 


ment indebtedness. namely, Liberty Bonds and Treasury certifi 
cates and because of that fact need no elaboration as to security 
of principal and choice of selection. The bonds owned are held 
in the vaults of the Girard Trust Company of Phi'adelphia 
where they were counted and examined in the presence of the 
secretary and treasurer of the Society. Receipts for deposits 


with the States of Maryland and North Carolina exhibited 

“The annual report shows $47,970.22 as assessments in the hands 
of local lodges, and not turned in. This amount in 
reality is the December 1925 assessment returned in January 1924 

In arriving at the figures carried in the statement, the society 
made an estimate. The Examiners compiled this item accurately 
from the lodge reports and ascertained $42,825.74 as the amount 
collected in December and returned in January. Hence the 
examiners report shows the assessments collected and not turned 
in as $42,823.74 instead of $47,970.22, a difference of $5,148 48. In 
computing the reserve on the certificates in the various 
the estimate made by the Society was used, as it would 
tate undue time in attempting to apportion the net difference of 
$5,148.48 to the various The reserve as computed by the 
Society was allowed to stand, 


were 


collected 


classes, 


necess|! 


classes. 


Liens and Interest on Certificates 


“Liens on certificates and interest thereon, American Exper 
ience Division, are kept on policy cards which show the reserve, 
date of issue, name and amount of insurance. The liens were 


listed, totaled and agreed with the amount shown in the annual 


statement. The total amount of the liens with interest thereon 
was $109,702.34. These liens represent the reserve deficiency 
which existed when the individual certificate was transferred 
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CN 


to the American Experience Division: each certificate holder was 
granted the option to pay the premium as per age of entry or 
attained age at the date of transfer. As the full legal reserve 
is carried on each certificate at the entry age, naturally the liens 
are considered an asset of tangible value. 

Liabilities 

the Society showed 39 claims reported 
and not adjusted amounting to $36.340.95. The Examiners, due 
to additional facts, ascertained there were 42 claims reported 
and unadjusted, the liability on which totaled $38,257.48. 


“As of December 31, 1923, 


Annuity Claims 


“Examination of the annuity claims disclosed there were nine 


life annuity claims, the present value of which were $16,565.41 
and six limited annuities, the present value of which amounted 
to $6,450.07, or a total of $23,022.48, 


“In connection with the claims, it is worth noting that the 
records disclosed that claims were paid promptly, there existing 
no resisted or claims in suit. 

“The account was tested both by examin- 
ing the individual cards as well as comparing previous years ex- 
on advance payments. Under this treatment there 
to be no doubt to the sufficiency of the amount 
earried as a liability by the Society in the annual statement. 

“In the annual report the full legal reserve on the American 
Experience Division or Class A members was placed as a liabil- 
ity. The Examiners have omitted this item entirely from the 
liability schedule of this report but have shown the reserves on 
all of membership in the body of the report, together 
with asset liability accumulations thereunder. 


advance assessment 
perience 


is 


appears 


classes 
the and 
History 

“The Fraternal Home Insurance Society was incorporated orig- 
inally under the laws of the State of Ohio in the year 1884, as 
the Fraternal Mystic Circle. Subsequently in 189 the head- 
quarters of the was moved to Philadelphia, Pa., and 
on petition filed April 1895 in Common Pleas Court No. 3 of 
Philade!phia County, a charter was granted to the Fraternal 
My+tiec Cirele in conformity with the provisions of the Act of 
General Assembly of the Commonwealth approved April 28, 1874. 
“At a Convention held June 10, 1921, the executive committee 
was authorized to select a suitable name Aor the Society and 
Officers. Pursuant to the instructions of{the Convention, the 
name was changed on approval of Common Pleas Court of 
Philadelphia County to “Supreme Lodge of the- Fraternal Home 
Insurance Society.” 


Society 
‘y" 
mts 


Organization and Operation 
the system with a repre- 
with a ritualistic 
as subordinate 
the Order. 
and ten 


lodge 
operating 
known 
lodge, constitute 
individual 
Province, District or Terri- 
membership of 500 may con- 
stitute a grand lodge. Each subordinate lodge within a State. 
Province, District or Territory, having a beneficial membership 
of 100 or less is entitled to a delegate to the grand lodge for 
each additional 100 beneficial members, or major fraction above 
the first 100 members an additional delegate is allowed to the 
grand lodge. The grand lodges, composed of the above allotted 
delegates, meet biennially and elect their own officers and make 
their own laws and rules that are not in conflict with the 
supreme lodges constitution and laws. 

“The supreme lodge, the legislative and executive body, com- 
posed of delegates from the grand lodges on a basis of one 
delegate for each 500 beneficial members of a grand lodge (and 
at least one representative if the membership in a state is less 
than 500 if the state law requires representation) meets quad- 
rennially in June. 

The supreme lodge, as the name implies is the supreme govern- 
ing body and while in makes and amends all laws: 
the requirements being a majority vote of all members present. 

“During the interval between the Convention or meetings of 
the Supreme Lodge, the Board of Directors of the Supreme 
Lodge consisting of the Supreme President, Supreme Secretary, 
Supreme Treasurer and two other members chosen and elected 
for a term of four years at the quadrennial convention of the 
Supreme Lodge, manages the affairs of the Society. 

“The Board of Directors is the directing head and has general 
supervision of the entire business of the Society. 


organized on 
government and 
distinct divisions 
and supreme 
lodges are the 
within a State, 
beneficial 


“The Society is 
sentative form of 
form of work Three 
lodges: grand lodges: 
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with an aggregate 
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“As per Article 11 of the Constitution, the objects and pur- 
poses for which this Society was formed are as follows: 

“Section 1. First—To unite fraternally acceptable white per- 
sons of proper age, and of good moral and social character, 
and, if for beneficial membership, of sound bodily health and 
of such ages as hereinafter limited or named. 

“Second—To give all moral and material aid 
its members. and those dependent upon them. 

“Third—To educate its members socially, morally 
lectually. 

“Fourth—-To provide for the relief of sick and disabled 
bers, and to care for the living and bury the dead. 

Fifth—And for the payment of such sums of money to the 
family or heirs, widows, orphans and dependents of deceased 
beneficial members, and to those of its Beneficial Members who 
may become disabled by disease, accident or age, as hereinafter 
limited and provided for, the funds therefore to be raised by 
donation, mutual contribution or assessment levied upon its 
members, as hereinafter provided for. 

Remarks 

“The Fraternal Home Insurance Society is capably and credit- 

ably managed. Expenses of management are at a minimum and 


in its power to 


and intel- 


mem- 


the interest of the certificate holders jealously guarded. It is 
of interest to note the classification of the membership as 
specified in the report. Credit should be acknowledged for the 
results obtained in the A. E. Division because there is no doubt 
at the preseat time as to the security of the insurance. This 
Society was one of the first to realize that proper and safe 
insurance could only be had through payment of adequate 


premiums or assessment, and it is hoped that some of the larger 


Fraternals of this Commonwealth follow in the path as trodden 
by this Society and guarantee their members the security of 
insurance protection they are entitled to, but will not get be- 


cause of the inadequate rates charged, due to the inactivity of 


the officers in neglecting to properly inform the membership.” 
The report is signed by A. G. Costello, Chief Examiner of 


Casualty Companies and Fraternals. 


LINCOLN RESERVE LIFE INSURANCE COMPANY, 
BIRMINGHAM, ALABAMA 
Examiners representing the States of Alabama, Arkansas, and 
Tennessee have completed an examination of the above company 


covering transactions up to December 31, 1923. The report re- 
veals the company to be in a more financially sound condition 
than heretofore and the examiners comment that they believe 
it has reached the point where consistent progress will be made. 
Extracts from the examiners report and copy of the financial 
statement of the company follow: 

History 


“On March 18, 1912, the company purchased an old charter of 


the Royal Life and Accident Insurance Company, which was 
organized under the Laws of the State of Alabama on July 3,. 
1903, but which had never issued a policy, and amended the 


charter, commencing business February 26, 1913, under the name 
of the Afro-American Life Insurance Company, with an author- 
ized capital stock of $500,000.00. 

On April 1, 1915, the name was changed to the Lincoln Re- 
serve Life Insurance Company. 

“The authorized capital stock of $500,000.00 has been decreased 
from time to time, and on December 31, 1923, was $120,000.00, of 
which $107,775.00 was preferred and $12,225.00 common, of which 
$119,640.00 was outstanding, the voting power of the stock, rest- 
ing entirely in the common stockholders. 

The Board of Directors consists of five members, 
of the company in 1923 being the following: J. F. 
president; J. R. Burns, vice-president, F. W. Turner, 
S. G. Kennedy, treasurer; Dr. L. E. Wilson, medical 
J. L. Drennen, general counsel. 

Under date of April 5, 1924, a report was made by the presi- 
dent to the Board of Directors, which report explains a great 
number of matters in connection with the history of the com- 
pany, and the reason for a number of transactions, upon which 
comment could be made, particularly in connection with mort- 
gage loans that appear as loans to the president. 

Income 

“A verification of the company’s income was made, and found 
to be correctly stated. The total premium income aggregated 
$342,579.30, and total income from all sources was $490,404.37. 

Continued on next page 


the Officers 
Stallings, 
secretary ; 
director; 
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LINCOLN RESERVE LIFE INSURANCE COMPAN Y—Continued 

“Under item 22 on the return filed with the State Insurance 
Departments, the company reported an item of $2,809.73 as con- 
sideration for supplementary contracts not involving Life Contin- 
gencies. An analysis of this account was made, and it was 
found that the sum of $1,610.00 was received under this form. 
and the sum of $1,199.13 was received from the contingent sale of 


capital stock, and has therefore accordingly been restated. A 
corresponding liability covering both of these items has been 
set up on the books and records. 


Disbursements 

“The various items of disbursements were verified, and found 
to be correctly stated. We have found that claims for losses 
and matured endowments, totaling $79,860.44, were paid immed- 
iately upon the receipt of proper proof of such claim or maturity. 

Real Estate 

The item of Real Estate, amounting to 
verified by your examiners. 

The principal item comprising this account is the Home Office 
Building, which was purchased by the company in October, 1922, 
for the sum of $380,000.00, subject to mortgages of $187,500.00, of 
which the sum of $47,500.00 was paid off in 1923. We find that 
the consummation of this purchase was effected by paying partly 
cash, and by the transfer of real estate which the company then 
owned, and resulted in a net profit of $72,500.00, of which $238.,- 
500.00 was carried on the books as a non-ledger during 
1921, and the balance of $44,000.00 was accounted for in the 1922 
statement. An appraisal of this property during 1922, showed 
its value to be from $450,000.00 to $600,000.00. During the year 
1923, the company took credit as a non-ledger asset the sum of 
$70,000.00, and placed the property in the hands of the Treasurer 
of the State of Alabama on the basis of $450,000.00, less the mort- 
gage of $140,000.00, or a net value of $310,000.00. 

“A careful analysis of this account shows that the rentals 
received during the year, after the deduction of estimated ex- 
penses to be incurred, will mean a net return of 8% on the basis 
of $500,000.00; the officers, however, feel that this is a conserva- 
tive estimate, the return in reality netting at least 8°% on $600,- 
000.00. During the year, the company expended approximately 
$25,000.00 on repairs, and now has the building in first-class 
condition, which is evidenced by the fact that the company has 
received an offer of $600,000.00 for this property. 

“In addition to its Home Office building, the company owns 
sixteen additional parcels of real estate, located in various states. 
Practically all of this real estate, representing a book value of 
$76,155.23, has been acquired through foreclosure proceedings, 
and has been accumulating since the year 1916. A few of these 
have been disposed of since December 31, 1923, and others are 
under lease sale contracts. In connection with this Real Estate, 
we believe the company will eventually realize more in the aggre- 
gate than the book value shows, but your examiners also believe 
it to be to the best interests of the company to dispose of these 
foreclosures within a reasonable time, and convert such assets 
into others more profitable from the standpoint of good busi- 
ness. An excess of book value over market value in the sum of 
$2,680.00 on a house and lot situated in Columbia, 8S. C., was de- 
ducted by the company and by your examiners. This property 
Was taken over to secure an agent's balance, but the renewal 
commissions on his businéss are accumulating, which will 
materially tend to considerably reduce this amount. 

The company has also taken a non-ledger of $2,023.40 
of market value over book value on twenty-four acres of land 
located in Nashville, Tenn. Your examiners are familiar with 
the property in question, and this amount has accordingly been 
allowed. 


$516.155.23. was duly 


asset 


asset 


Mortgage Loans 

“Loans on Real Estate, originally aggregating $155,878.16, were 
duly verified, and all documents relating thereto, which were not 
on file with the Treasurer of the State of Alabama, were care- 
fully inspected. To the original amount of $135,878.16, has been 
added the sum of $3,900.00, transferred from the Collateral Loan 
Account, and accordingly explained under that heading. 

“In the statement filed by the company, a deduction of $7,979.19 


was made as a non-admitted asset, which amount included two 
mortgage loans and accrued or past due interest thereon. 
Your examiners, however, made a deduction of only $4,498.52 
as non-admitted, allowing as an admitted asset one mortgage 


on which there was ample security, and also allowed the com- 


pany the interest thereon which they had deducted. 














July 31, 1924 

“It is the opinion of your examiners, that several of these 
mortgages should be foreclosed, and we have accordingly called 
the attention of the officers of the company to this fact, which 
they have accordingly agreed to do. It is also the opinion of 
your examiners that no the company will result in the 
event of anticipated foreclosures, as there appears to be ample 
security on all the properties in question, most of these 
loans were made during a period of depression, and the values 
have since then been considerably enhanced, as reflected in the 


loss to 


since 


data covering the property which the company has sold 
Bonds 
“The company is the owner of bonds aggregating $367.s02.09 
book value which have a par value of $380,769.34, and are on 


deposit with the following depositories: 
“Bonds par value $330,000.00, on deposit with the treasurer of 


the State of Alabama. 


“Bonds par value $20,000.00, on deposit with the insurance de 
partment of the State of South Carolina. 
“Bonds par value $30,000.00, on deposit with the Traders Bank 


of Birmingham as collateral for a loan. 
Liberty Bonds $250.00, in vault. 
War Savings Stamps $519.54 in Vault. 
The total amount of the above enumerated bonds is $380,769.34. 


The company likewise is the owner of stocks in the amount 
of $1,890.00, which, however, has been deducted by your exam- 
iners, for the purpose of this report, as a non-admitted asset. 

“The above bonds in their respective depositories, have been 


verified by your examiners, and found to be as stated in accord 


ance with certificates to that effect received from the Treasurer 
of the State of Alabama, the Insurance Department of the 
State of South Carolina and the Traders National Bank. 


“In addition to the bonds already enumerated, the company is 

also the owner of the following: 

French Government &'s $93,500.00 

French Government 74's 231,500 00 

(zecho Slovakia Government &'s 5,000 00 

UL. S. Liberty Bonds 20 250.00 

Austrian Government 8's 23,000.00 

5,000.00 


Belgium S's 
“In listing the above bonds on annual report, the com 
value over market value 


pany did not any excess of 

as of December 51, 1923, basing their assumption on the fact 
that at the time of the filing of this report, the market value 
on these bonds had almost reached the amount at which they 
were carried on the books. Your examiners, however, have 
deemed it wise to make a deduction of $9,052.09 for the excess 
of book value over market value as of December 51, 1923, but at 
this time, the bonds have a market value in excess of book valu 

Policy Loans 


their 


show book 


“Policy Loans aggregating $157,773.19 were carefully  ex- 
amined, and found to be correctly stated by the company. 
Premium Notes 
“Premium Notes in the sum of $17,942.57 were verified by your 
exantriners, and found to be correct, an excess of $35,000.00, how- 
ever, being deducted as a non-admitted asset. 
Collateral Loans 
“The amount originally stated under this classification was 
$5,985.62. These consisted of several small chattel mortgages 
and personal notes covered by security which your examiners 
did not consider amply protected the company. 


Under the caption of collateral loans, there was also included 
a mortgage, which is properly recorded and is for than 
one-third of the appraised value of the property pledged. This 
mortgage should have properly been classed as a mortgage loan, 
but through error, it was entered as a collateral loan. In 
of the excess protection afforded the company on this loan, your 


less 


view 


examiners have allowed this, and have made the proper entries 
to adjust these accounts; however, because of the inadequacy o! 
the protection on the chattel mortgages and personal notes, as 


have made a deduction ot! 
deduction of $447.79, in this 


mentioned above, your examiners 
$1,990.62, as against the company's 
account, 


Cash 
“All bank accounts were verified by examination of verification 
statements from the various banks, and found to be in accord 


ance with the records and statements filed by the company. 


“The company had deducted $3,561.52, under suspended bank 
balances, and reported funds in the Bank of Greenwood, 8S. C.. 
of $2,876.00. The records of the company show there was ont 
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deposit in the United States Trust Company, Jacksonville, Fla. 
$1,850.00, and in the Bank of Greenwood, $1,026.00. The United 
States Trust Company was on January 1, 1924, and your 
examiners have therefore deducted this item as a non-admitted 
agset, as well as the $1,026.00 in the Bank of Greenwood, 
dividend of $205.20 account in the early 
January. This adjusted, 


closed 


less a 


paid on this part of 


account was accordingly 


Other Assets 


“4 check was made of other Miscellaneous Assets, and where 
found necessary, tThanges were accordingly made. 

“Among these miscellaneous assets, is an item of $1,800.00, 12 
ba! of cotton, which were taken on December 51, 1925, for rent 
of of of the company’s properties. Your examiners have made 
luetion of S30000 on this account, as an excess amount: 
however, at the time of the examination, the cotton had a mar- 
k over and above this amount of $1,800.00. and will 
therefore be disposed of by the company at an increased value. 
T to’al of non-admitted assets has been increased from $47,- 
O74 OT 1 Sav DOR. 72 

The Net Reserve Liability of the company as of December 31, 
Wwe. less reinsurance reserve, aggregated S766.700.00, the prin- 
cipal portion of the business being valued on the American Ex- 
perience Table of Mortality with interest at 3%%, Illinois 
Stancard. Approximately a half million of business is valued on 


the American 3',- net level basis or the American 3% full. 
“As a part of the reserve the company has set up one-half 
the extra annual premium for sub-standard business. This item 


agaregates $18,111.00 


“The reserves and method of computation were verified by 
your examiners, and with but a few slight changes, the total 
found to agree with the certificate as filed with the Alabama 
Insurance Department, said certificate being accepted by your 
examiners for the purpose of this report. 

“In addition to the reserve as mentioned, the company sets 


a special contingency reserve, the sum of $70,00000, which. 
is part of the company’s surplus. 


up as 
to all intents and purposes, 


Reinsurance 
“The company reinsures a considerable portion of its busi- 
ness, reinsuring principally all sub-standard risks for the full 


amount, 
Business in Force 
“As of December °1, 1923, the company carried a policy liability 
of $8,5386,558.00, which comprised 8,642 This is an in- 
crease over business in force the previous year of $1,922,408.00. 


policies. 


“The company writes non-participating business only. 

“Previous to October 1, 1922, the company wrote practically all 
negro business, but since that date have added white business, 
and is now writing over seventy per cent. white business. 


“During the first three months of 1924, the company has written 
business at the rate of nearly $500,000.00 a month. 


“The company is licensed to do business in the following 
States: 


Alabama, Arkansas, Florida, Georgia, Mississippi, South 


Carolina, Tennessee, 


“The company does not limit the amount of insurance it will 
write on first-class risks, although it retains only $5,000.00 on 
such risks. They likewise write female risks, on which the limit 
is $2,500.00. The limit of $2,500.00 is likewise placed on male 
negro risks, although they have accepted a few first-class negro 
risks with the limit of $5,000.00, 

Mortality 
“The mortality experience of the company during the year 


showed a ratio of actual to expected losses of but 73.5%. 


Capital and Surplus 
“The statement of assets and Habilities herewith submitted, 
shows total amount of admitted assets aggregating $1,115,693.77, 
while the total liabilities, including reserves were $925,390.11, 


leaving a balance of $189,303.66, or a net surplus, after provision 
made for the capital, of $68,605.66, a net reduction of 
$11,650.81, as reported by the company, and which has been herein 


explained. 


has been 


Financial Statement 
Capital Stock 


Capital pal UP..ccccccccccscescsscccees $123,450.00 

Ledger assets December 3lst, previous year........ $904,504.59 
Decrease of capital during the year............6065. 3,810.00 
en Oe. sc nunncedncendtndeet 6qncbdourhedonnsece $900,694.39 





























Income 
First year’s premium original policies, 

ee. 0 ds 6dU ceuaudsddees c0sbdedecndbawwe $59,481.86 
First year’s premium total disability, 

De:  Q6sndecedbndecdéduedesdédens tanta 789.65 
Accidental death benefits, net......... 20.54 
Surrender values applied to first year’s 

SU. cedessindssoenteddeetda 12,554.80 

Total first year’s premiums, net... $72,846.83 
Statement of Income and Disbursements, as of December 31. 1923 
Extended at, brought forward...................... $900,694.39 
First year’s premiums brought for- 

Ws | aweéestnnwetiidudsvd dadatenesonde $72.846.83 
Surrender values applied to paid-up in- 

SE” . bdtin dar eideu cbedeesenséeérede 12,610.57 

New premiums, net.........ccccees $85,457.40 
Renewal premiums, net.. $255,449.56 
Renewal premiums total 

GeeGBerey, MES scccccecs 21.99 
Accidental death benefits, 

a ee ee §.52 
Surrender values applied 

to renewal premiums.. 1,656.67 

Renewal premiums, net............ 257,121.90 
Total premium income............ $342,579.30 
Supplementary contracts, not life con- 

DR. 4 4¢6nnenrweces cceedaweassevand 1,610.60 
Gross interest mortgage 

De cee tkseasebaueweuce $12,175.08 
Gross interest collateral 

NG io th ne bie beetindce bee 65.36 
Gross interest and divi- 

dends bonds and stocks 22,588.73 
Gross interest premium 

notes, policy loans, etc. 11,558.05 
Miscellaneous interest 311.78 
Gross discount on claims. 119.67 
Gross rent from com- 

pany'’s property........ 55,716.06 

Total interest and rents............ 102,549.73 
Contingent sale capital 

GEE nade dasecewenenees $1,199.13 
Items in suspense........ S7.98 
Miscellaneous income.... 3,234.66 
Capital repurchased be- 

BP Css bee ceccececece 28.00 
Automobile sold ......... 444.61 

a= 4,994.38 
Borrowed money (gross).............. 37,000.00 
Agents’ balances previously charged off 184.27 
Gross profit on sale of 

Se. SE | Kaeécocenwen $1,447.59 
Gross profit on sale of 

Dn. Scascdeecsedecess 3538.60 

-— 1,486.19 
TN 5 a tue ide dM eeddameade haben 490,404.47 
Amount carried fOrwaFG..ccccccccccccccccccccccs $1,391,098.86 
Statement of Income and Disbursements as of December 31, 1923 
ee © SD I i on erie ee eed bnnncadetne $1,391,098.86 
Disbursements 
OE Ee $78,860.44 
Matured endowments.... 1,000.00 
—__—__——— $79,850.44 
Premium notes and liens voided, net. 328.77 
Surrender values paid in liquidation of 

a a ee a 42,791.33 
Surrender values to pay 

new premiums ........ 12,554.90 
Surrender values to pay 

renewal premiums 1,656.67 

14,211.57 
(Continued on next page) 
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LINCOLN RESERVE LIFE INSURANCE COMPANY—Continued 


Surrender values to pay paid-up insur- 

DD. shbednbenbéedhneubhséstcueceééeces 
Total paid policyholders 
Expense of investigation and _ settle- 

eS ee 
Dividends paid stockholders........... 
Commissions to agents, net........... 
Compensation managers and agents not 

paid by commissions. ......ccccccecs 
Agency supervision and traveling ex- 

PE €o66suuee wicdenscesdhetéacodesee 
Medical examiners’ fees................ 
Salaries of officers and employees...... 
Rent including $5,247.00 for company’s 

occupancy 
Advertising, printing, stationery, etc.. 
i Cccp cicedece dé deeedenees 
Purmiture amd Gxtwres.....ccccccccces 
Repairs and expenses real estate...... 
nc fn . chobieebeeseaccces 
State taxes on premiums.............. 
Insurance department licenses and fees 


eee eeeeee eee 


12,610.57 
149,105.14 


159.81 
4,286.40 
53,821.22 


1,680.00 


5,708.57 
13,421.20 
41,719.79 


5,247.00 
4,922.55 
16.75 
1,362.35 
32,088.90 
738.97 
5,901.51 
1,332.00 
































Se GI «nu cseuwdddessedsce $321,512.16 $1,391,098.66 
Statement of Income and Disbursements as of December 31, 1923 
Disbursements 
Pe Se <<. che ccasekestinent se $321,512.16 $1,391,098.86 

tt is sc seen cennebaaneseeseca 845.34 
Municipal licenses and 
a . seebseeéenesecsene SSS.64 
Miscellaneous licenses, 
taxes and fees......... 414.07 
—_______——_— 502.71 
Office expense .........0- $1,278.36 
Traveling expense ...... 818.06 
Commission on rentals... 126.31 
Investment expense ..... 361.00 
Commission on real es- 
Dr Se scanensesosncad 97.50 
Examination expense .... 225.00 
Books of publication..... 200.50 
ee eae 486.85 
M. I. B. Installation..... 2,612.19 
Corporation insurance... 1,189.75 
Refunding contribution 
Se- GD «eccdecsosscs 7,016.05 
Legislative expense ..... 100.00 
14,511.57 
Borrowed money repaid............... 17,000.00 
Interest on borrowed momney........... 234.84 
Agents’ balances charged off.......... 7,721.80 
Gross loss on sale of 
i “ee  ceoeneescssce $1,200.00 
Gross loss on sale of 
Dn sesedesotenebeones 563.09 
- — 1,768.09 
tt) ne 25. ceseceendonesebebesooce $364,091.51 
ID: «dig sive dei ee eee eeen dan eeesesabeensebee $1,027 007.35 
Statement of Assets and Liabilities as of December 31, 1923 
Ledger Assets 
Book value of real estate, met........ccccccccccsccees $316,155.23 
Mortgage loans on real estate ist liens $135,279.64 
Mortgage loans other than Ist liens... 4,498.52 
139,778.16 
Loans secured by cCollateral.........ccssccccccsceess 2,065.62 
ey OD Ps co cccccccccccessecoccconccesce 157,773.19 
Premium notes on policies in force.............+6+. 17,942.37 
Book value of DOMGB......ccccccccicces $367,862.09 
Book value Of sStoOCKS........ceeeeecess 1,890.00 
369,752.09 
Cash in company’s office.............. $4,068.94 
Deposits in banks not on interest...... 1,270.03 
Deposits in banks on interest......... 2,876.00 
8,214.97 
Bills receivable............ seutseose peese $327.06 














July 31, 1924 











Agents’ balances debit... $7,884.42 
Agents’ balances credit.. 2,788.15 
Agents’ balances net..........ccccccecs 5,096.27 
8,423.33 
ID i eed cnn 7,492.75 
PY * Si actancbbenddouseesseutee 432.14 
Pn CS <eendieotsusedetebsswosns 1,800.00 
Deposit on light and power........... 157.50 
rn 9,882.39 
EE ny en ee ee $1,027,007.35 


Statement of Assets and Liabilities as of December $1, 1923 


Total ledger assets brought forward... 


$1,027,007 35 


Non-Ledger Assets 





Interest due on _  wmort- 
Ee $2,570.25 
Interest accrued on mort- 
Dt -vedatecusecnentias 4,072.09 
—_— $6,642.35 
Interest accrued on bonds............ 4,307.84 
Interest accrued on collateral loans... 605.44 
Interest accrued on premium notes.... 538.27 
Rents due $1,377.95, and accrued §$1,- 
DE. . We wseeeceaceenbanseceoscceoens 8,018.80 
Total interest and rents due and accrued....... 15,112.70 
Market value of real estate over book value......... 72,023.40 
New Business Renewals 
Gross premiums due on 
polides unecoll......... $3,149.16 $18,319.23 


Gross deferred premiums. 0,020.23 


23,357.38 


a $12,169.39 $41,676.61 
Deduct loading.......... 8,206.40 4,465.65 
Net, amt. uncoll,. and de- 
SOSSCG BOSE. ccccccece $3,062.09 $37,210.96 
- 41,175.95 
ey ne NS Cc ecad oc obsadeetededdheteend S.5W).00 
ee es ads olde WATS e 6b08 640000006068 1,000.00 
Cash value corporation life insurance............... 1,280.09 
Pt nctducmeobntieeeneueesea¥oucs vaseteadkedncer 100.00 
te ER ep ewistwnd Gunes edcbaneesdnedeesese eet $1,166.197.49 
Less Assets Not Admitted 
Company's stock owmned............... $1,890.00 
Supplies, stationery, etc............6e6:. 1,000.00 
Furniture and fixtures...........ccee0. 8,500.00 
Accounts receivable ....ccccccccccccces 7,492.75 
a (es Soca vo éwediscocess 7,884.42 
Se SE - + ctunceeeeeadeetece $26,767.17 
Liabilities 
Gross assets brought forward......ccccccccccceccece $1,166,197.49 


Less assets not admitted brought for- 

ward, .. 
Automobile. . 
Loans on personal security............ 
Bills receivable 
Premiums, notes, policy loans, etc 
Sees Ge nn GO... wnccewsdasceescees 
Book value of real estate 

over market value...... 
Book value of bonds and 

stocks over mar. value 
Book value cotton over 

market value 
Mortgages... 
Unpaid checks 


“eee eeeneeenvreereeeeneeneneenenee 


2,680.00 
9,052. 
300.00 


4,498.52 
432.14 





Total admitted assets.............+... 
Net present value of policies in force Dec. 
American Table at 3 per cent. net level 


158 policies—1538,000.00 $48,529.00 
Same for dividend additions........... 


$26,767.17 
100.00 
1,990.62 
327.06 
3,000.00 
3,356.12 


16,962.75 52,508.72 





$1,113,693.77 


$48,529.00 


American Experience Table at 3 per cent. 































l, 1923 


bd - oie 
27 O07 2h 


9,112.70 
2,023.40 


173.95 
M™).00 
000.00 
280.09 
100.00 


197.49 


7.49 





BEST’S INSURANCE NEWS—Life Edition 





55 














ll P. T. 176 polictes— 
NER. 27 ie ecu sete 45,398.00 
ame for dividend additions.......... 45,398.00 
merican Experience Table at 3% per cent. 
od. P. T. 7,068 policies— 
POST DUONG 6 « cccccccone 626,337.00 
me for dividend additions........... 626,337.00 
merican Experience 3% per cent. 
et level 1,245 policies— 
PM & & 6baédeseees 52,763.00 
ame for dividend additions........... 52,763.00 
Den -286 dct eadbelssed cékoctbeosces $773,027.00 
it value risks reinsured.............. 6,267.00 
Oe GEC beet adetecweticckiodsdeaciViteccdecdeees $766,700.00 
‘tra reserve for total and permanent disability 
DERG . ddseocGkedbusescéescscaetedecctonesecesecdse 3,280.00 
resent value not due on supple 
resent value not due on supplementary contracts. 1,610.60 
laims for death losses not due...... $26,768.00 
teserve for death losses unreported 
BPTI TTI Te Pee 2.00.00 
laims for matured endowments due 
eG GEEES. coccccccedccctddbaswatecées 1,000.00 
Total POSSE COMING, cc cccdccdccceccesdecccccccnce 30,268 00 
COOTEES BOOTING. 6 0 cb ose cdchrewsscdsocesscoceéson $801,918.60 
Statement of Assets and Liabilities as of December 31, 1923 
Liabilities 
i TE 646000666 S06 bb bees eed ceed cocéetoroee $801,918.60 
Gross premiums paid in advance..................56. 3,830.67 
Cnearved interest and rent paid in advance........ 5,941.06 
Commissions due to agents on premium notes when 
paid CORRE HEHEHE ESE EHESEHHEHHEHHE HEHEHE HEHEHE EEE BEES 538.27 
Salaries, rents, office expenses, etc.............55006. 3,214.87 
MeGical GRAMRIMOTR BOB. ewe cccccccccccccccccccsccces 872.00 
Estimated amount payable for Federal, State and 
i PPP TTTTITITITTTITLiTririi lity 16,685.15 
Interest and borrowed MoOmeCY...........660eeeeeeeeee 20,000.00 
Contingency (special) reserve............ceeeeeeeees 70,000.00 
tems I GUGDOMRC. ..cccccccccccccccces $1,240.36 
Contingent sale capital stock.......... 1,199.15 
2,439.49 
$925,390.11 
Capital padd Up... .ceccccessccccesccececceescsesssese 119,640.00 
Unassigned funds (Surplus)... .....0eeeeee ee eeeeeeees 68,663.66 
DOGG, « 2 choecdeevesdecsapenstoeceatdecccesoccoveeces $1,413,603.77 
Conclusion 


“In conclusion, your examiners wish to call attention to the 


improvement in the status of the company in its affairs gen- 
erally, and believe that it has now reached the point where 
consistent progress will be made. 

Signed W. L. Clayton, representing Alabama and Arkansas; 
C. M. Joseph, representing Tennessee; F. M. Speakman, repre- 
senting Alabama and Arkansas. 

MANHATTAN LIFE INSURANCE COMPANY, 


NEW YORK CITY, N. Y. 

The above company has announced a new series of up-to-date 
which include the following features: level premium, 
less than first year’s premium under the reduced 
premium policy, grace of thirty-one days without interest al- 
lowed in the payment of any premium after the first, annual 
dividend at the end of the first year on payment of the second 
year’s premium and annually thereafter, increasing loan values 
after two years, increasing cash and surrender values after two 
incontestible after one year except for non-payment of 
premium, no army and navy clauses, double the face of the 
polley in ease of the death of the insured by accident, if such 
death ensued within ninety days from the date of such injury. 


policies 
slightly 


years, 





NEW ENGLAND MUTUAL LIFE INSURANCE COMPANY, 
BOSTON, MASS. 

This company has been examined by the Insurance Department 
of Massachusetts, the report being dated July 1, 1924, showing 
the financial condition of the company as of December 31, 1923. 

The convention examination of this company will be reported 
upon fully in the August issue of Best’s Insurance News, Life 
Edition. 





PHOENIX MUTUAL LIFE INSURANCE COMPANY, 
HARTFORD, CONN. 


This company has announced that effective July 1, 1924, all 
endowment policies, with the exception of endowment income 
contracts and endowments on the continuous monthly income 
plan, will be placed on the 3% per cent reserve basis and the 
3+ per cent reserve endowment policies will be discontinued. We 
are quoting herewith the new premiums for 10, 15, 25 and 30 
Year Endowments on the 3% per cent reserve basis. The rates 
for the 20 Year Endowment on the same reserve basis are already 
printed in the rate book. 

At an early date rates and 
be published in a rate book. 


PREMIUMS PER $1,000 


values for these new plans will 


ANNUAL 


3%% RESERVE 
10 Year 15 Year 25 Year 30 Year 

Age Endowment Endowment Indowment Endowment 
15 $97.25 $62.17 $35.11 $28.76 
16 97.32 62.24 35.19 28.85 
17 97.39 62.32 35.28 28.96 
18 97.46 62.40 35.38 29.06 
19 97.54 62.49 35.48 29.17 
20 97.63 62.58 35.59 29.29 
21 97.72 62.67 35.70 29.43 
22 97.81 62.78 35.83 29.57 
23 97.91 62.89 35.96 29.71 
24 98.01 63.00 36.09 29.88 
25 98.12 63.11 36 25 30.05 
26 98.24 63.24 36.40 30.24 
27 98.36 63.38 36.58 30.45 
2S 98.50 63.53 36.78 30.67 
20 98.64 63.68 36.97 30.91 
30 98.79 63.85 37.20 31.17 
3 98.04 64.03 37.44 

32 99.12 4.22 37.69 

33 99.29 64.42 37.98 

34 99.49 64.65 38.29 

35 99.70 64.89 38.64 

36 99.93 65.15 

37 100.18 65.44 

3S 100.44 65.75 

3Y 100.72 66.09 

40 101.04 66.45 

41 101.38 66.87 

2 101.75 67.32 

43 102.16 67.81 

44 102.62 68.37 

45 103.11 68.98 

46 103.67 69.65 

47 144.28 70.40 

48 104.95 71.23 

49 105.70 72.14 

50 106.52 73.14 

51 107.438 74.24 

52 108.42 75.45 

53 109.51 76.79 

54 110.71 78.26 

55 112.03 79.88 

56 113.47 81.66 

57 115.06 83.62 

58 116.80 85.76 

5o 118.72 88.13 

wo 120.83 90.73 

6 123.15 93.58 

62 125.70 96.72 

OS 128.50 100.15 

64 131.60 103.91 

65 134.99 108.02 


(Continued on next page) 
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PHOENIX MUTUAL LIFE INSURANCE COMPANY—Continued. 
Following are new single premiums for Life and Endowment 
policies as announced at the convention. These rates become 
effective July 1, 1924. 
SINGLE PREMIUMS FOR $1,000 
3%% RESERVE 


10 Year 15 Year 20 Year 25 Year 30 Year 
Age Life End. End. Pnd. End. End. 

20 $303.16 $764.33 $656.20 $569.11 $499.23 $443.54 
21 7.87 764.39 656.35 569.39 499.69 444.23 
22 312.76 764.47 656.52 569.69 500.18 444.98 
23 317.80 764.54 656.70 570.02 500.71 445.80 
24 323.03 764.63 656.88 570.36 501.29 446.70 
25 328.44 764.71 657.09 570.74 501.91 447.68 
26 334.05 764.81 657.31 571.16 502.61 448.78 
27 339.86 764.90 657.55 571.61 503.35 449.98 
28 345.87 765.02 657.81 572.10 504.18 51.30 
29 352.10 765.14 658.10 572.68 505.10 452.77 
30 358.53 765.27 58.40 573.21 506.11 454.38 
31 365.19 765.40 658.74 573.86 507.22 456.17 
32 372.09 765.56 659.12 574.57 508.47 458.16 
33 379.21 765.72 659.52 575.37 509.85 460.35 
34 386.59 765.91 659.97 576.26 511.37 462.78 
35 394.20 766.11 660.46 577.2: 513.07 465.46 
36 402.07 766.33 661.01 578.32 514.97 468.43 
37 410.21 766.59 661.63 579.54 517.07 471.68 
38 418.61 766.85 662.31 580.90 519.40 475.28 
39 427.27 767.15 663.07 582.41 522.00 479.2% 
40 436.20 767.49 663.98 584.12 524.86 483.56 
41 445.41 767.86 664.89 586.00 528.03 488.30 
42 454.91 768.29 665.97 588.11 531.54 493.48 
43 464.69 768.76 667.18 590.46 535.40 499.12 
44 474.77 769.30 668.55 593.09 539.66 505.24 
45 485.11 769.91 670.10 595.99 544.33 511.86 
46 495.74 770.62 671.82 599.21 549.46 
47 506.66 771.40 673.73 602.78 555.03 
48 517.84 772.29 675.88 606.69 561.10 
49 529.28 773.29 678.26 611.00 567.65 
50 540.95 774.39 680.88 615.69 574.71 
51 552.84 775.63 683.77 620.80 
o2 564.94 776.99 686.93 626.33 
53 577.21 778.49 690.38 632.31 
54 589.68 780.15 694.16 638.73 
55 602.29 781.97 698.27 645.64 
56 615.03 783.97 702.72 
57 627.89 786.16 707.54 
58 640.84 788.55 712.74 
59 653.86 791.17 718.34 
60 666.94 794.01 724.34 
61 680.04 797.11 

2 693.14 800.46 
63 706.20 804.09 
64 719.22 807.99 
+3) 732.17 812.18 





PIONEER LIFE AND CASUALTY COMPANY, 
SAN FRANCISCO, CAL. 


This company was licensed by the Department of Insurance 
of California June 12th, to transact business as an assessment 
insurance company. 

The officers are John T. Scott, president; F. S. Samuels, vice- 
president; Frank H. Proctor, vice-president; Rupert Whitehead, 
secretary-treasurer. 





RAILROAD MEN’S MUTUAL LIFE INSURANCE COMPANY, 
SAN FRANCISCO, CAL. 


We are advised that this company changed its name to the 
Peoples Mutual Life Insurance Company in order to correct the 
erroneous impression that the company was solely a railroad 
men’s organization. 





ROMAN CATHOLIC MUTUAL PROTECTIVE SOCIETY, 


FORT MADISON, IOWA 


The state of Iowa has examined the Roman Catholic Mutual 
Protective Society of Fort Madison, Iowa. The examination is 
dated July 16, and shows the condition of the company up to 
and including May 15, 1924. 








al - _—_—_—_ 


The report of the examiners follows :— 
History 

“The Society was originally incorporated November 20, 1 
and re-incorporated in February, 1907 under the provisions 
Chapter 9, Title IX of the Code of Iowa, as a Fraternal Bey 
ficiary Soeiety. 

“Certain amendments to the Articles of Incorporation we 
made at the 30th General Convention of this Society which w 
held in Des Moines, Iowa, October 17th and 18th, 1923. The mo 
important changes are as follows: 

“Section 1 of Article XI is amended to the effect that the 
shall be four funds maintained instead of three. A provision | 
made for a “Contingent Fund” in addition to the Mortuary, Ry 
pense and Reserve Funds. 

“Section 3 of Article XI is amended to the effect that 10% , 
the assessment receipts shall go to the Expense Fund insteuxd » 
5% as previously provided, 












Income 
of premium collections for sever 
promptly made 


the mortgug 


“Test checks were made 
months selected at random. Collections are 

“Mortgage interest received was verified from 
loan records to the Cash Receipts Book. 

“There are no special or irregular items of income; therefor 
no further comment is necessary. 


Disbursements 
“All disbursements for the period 
checked to the book of original entry. 
“The papers in connection with all death and disability claim 
incurred since the last examination were examined. Promptnes 
seems to be the practice of the Society in the settlemeut of @ 
claims. 


under examination wer 


Assets 
“The Society owns sixty-six mortgages, all being first lies 
on Iowa farm property. These loans all bear six percent ip 


terest. As shown by a Certificate of Deposit from the Security 
Clerk of the Insurance Department of lowa, the above amoun 
of mortgage loans are on deposit with him. 

“On fourteen loans there is past due interest totaling $10, 
299.50. The Secretary of the Society informs your examiner 
that the Society has an agreement with the investment compan 
through which it naakes all its loans, whereby it guarantees th 
interest on all loans. 

“The Society has never had a foreclosure. 


Deposits in Banks 

“This item was verified by certificates of credit reveived from 
the two banks in which the Society deposits its funds. Two per 
cent interest on daily balances is received on these deposit» 

Liabilities 
Advanced Assessments 

“This item represents the amount of premiums paid in ai: 

vance by members and was calculated by your examiners. 


Reserves 

“A complete group valuation of the Society's certificates was 
made. The valuation cards were grouped by plapv and then uc 
cording to year of issue and age at issue. On January 1, 191%, 
the Society changed from an inadequate to an adequate basis 
Most of the business transferred at that time was changed to th 
Ordinary Life basis. All of the transferred business is valued 
on the basis of the American Experience Table of Mortality 
with 4% interest, full net level basis. All new business issued 
since that time is valued on the same mortality and interes! 
assumption, full preliminary term plan. 

Officers 

“Officers are elected by the general convention 
the next convention, which meets triennially the second Tx 
in October. The 30th General Convention of the Society was held 
at Des Moines, lowa, on October 17th and 18th, 1925. 

“The present personnel of officers is as follows: 

“Rev, C. B. Goetzinger, president; John B. Feldman, 
president; Peter Kern, secretary-treasurer. 

“The directors receive no salary or per diem but are allowed 
their actual expenses while attending Board meetings. 1% 


to serve until 
clay 


\ ice- 


Executive Committee 
B. Goetzinger, Peter Kern, Stephen 
Territory 
“The Society is licensed to transact business in the following 
States: lowa, Nebraska, South Dakota. No new States have 
been entered since August 10, 1910, 


“Rey. C, Schier. 
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Insurance in Force 
Amount of Insurance in Force According to Policy Forms 

























































































































OF 20, Wiipdinary Life..........secccccccerccccccesecccssscces $3,478,317.50 
OVisions enty Pay i. sks cob eebebbde cbbaal 146,500.00 
‘rnal Benwenty Year Endowment.............cceeeeeeeeeeees 14,500.00 
nirty Year Endowment............sceeceeeeeeeeeeee 9,500.00 
Ation werlerm to Seventy.........ccceccccecceecccccceeeeceees 85,500.00 
eh, Se, OS Tc vc kcc cet cccecccccccveccvcicccoesoeees 140,500.00 
TRO WE, 00 GOTOMET so cide cc ccccccccccccsecccccccesesesess 394,000.00 
“Thi 2  SPPPPTTITTTIITT TIT eri reer ie 453.00 
that themestended ImSUrANCe. .........cccecccecccecscecceecees 64,298.00 
rovision 
tuary, Ey RS eC ER ee en, ee ee a $4,333,568.50 
Insurance in Force by Years 
—dedy, Se nr rene ee re $4.346,936.00 
instead 9 Si. ME, ok8 6nd 660606 660 60ccs codeedeudbeseer 4,305,673.00 
es Ge. Bac cbbocsdbocoevoedssesedoussoedesues 4,251,784.00 
ie Ee Gi cab catvdicsccdddcntetcbesatedeveocs 4,310,184.00 
dey, = 9 | RTRs he eee ee 4,333,568.50 
made. , 





Deposit with Insurance Department of Iowa 
“In accordance with Section 1839-e (C. C. 5583) of the Insur- 
nce Laws of Iowa, this Society maintains a deposit with the 
State Insurance Department of Iowa, as evidenced by a Certificate 
from the Securities Clerk of the Insurance Department and veri- 
fied by the records of the company. 


mortgug 





therefor 


ion we 
General Comments 


“Insurance is written on the above forms of policies to white 


ty clai 2 - 
. men and women ages 16 to % inclusive in amounts $500.00 to 


om ptnes 
ut of aie $0000.00. 
“Since the date of the last examination the Society has been 
granting the double indemnity feature to all forms of policies. 
rst lieg This is added to the contract in the form of a Rider. 
cent in- “The following is a schedule showing the growth in assets of 
Security the Society commencing with December 31, 1918. . 
anos! mentee FE. Wis occccccccccccséccecccscceccscoecees $442,987.11 
re Ci. Te . .occcccceeesoeceesscessoessSncaoee 490,469.78 
ng $10. ie BO TE. ccocccccteceeeceesonseeeeesecescoes 584,601.81 
caminonae December 31, 1921.........-ceeeeereeeceseceeteeesress 681,420.54 
ompany DORSET DOR Bh, Welic cocccccccccccececcesecseeeseeseeece 778,435.85 
Pitifaed the December i. Mh ceretdoedasdéeeceocesesoasetétaagor 854,999.14 
Maw SE, BODE. cccccccccccccccccccccccccccccescoecesoece 900,706.59 
“As evidenced by the above schedule, it will be seen that a 
steady increase is being made in the assets of the Society. This 
is due to the very conservative management which appears 
*d from in all of the Society's departments. 
we pee “Since fhe Society has adopted the American Experience Table 
baits, with 4% rates it has dropped two monthly assessments, one in 
July, 1922 and one in August, 1923. Your examiners were in- 
formed by the Secretary that it is the intention to drop another 
in ad- @ assessment during the current year.” 


3. Ralph Kennon, Actuary and H. J. Van Aken, Examiner in 


charge signed the above report. 











es was 
ren uc ROYAL UNION LIFE INSURANCE COMPANY, 
1, 1919, DES MOINES, IOWA 
basis The above company is considering a contract of reimsurance 
to the with the Great State Life Insurance Company, Wichita, Kansas, 
valued whereby the former company has taken over the business and 
tality assets of the Great State Life. 
issued The contract will be submitted at a meeting of policyholders 
nterest of the Great State Life, August 4th for their approval and there- 
after submitted to the Kansas and Iowa Insurance Department 
for their endorsements. 
+ until 
—- SOUTHERN STATES LIFE INSURANCE CO., 
® hele ATLANTA, GA. 
“Two states have concluded convention examination of the 
vice- above company showing the condition of the company as of 
December 31, 1923. Alabama and Tennessee participated in this 
lowed examination. In their concluding remarks the examiners say 
“the company enjoys a very capable management and one whose 
interest lies in building up a substantial company, which is 
reflected in the growth during the past few years.” Says the 
report: 
“Various disbursements aggregating $1,324,853.89 were duly veri- 
hell fied and found to be correct. Total disbursements including the 
av 


sum of $200,000.00 entered under the head of “Borrowed Money 
Repaid,” corresponding with the receipt of a like amount, 








“Claims for losses and matured endowments, 
$226,809.07, were promptly paid. 

Real Estate 

“This account originally showed $260,048.57, but your examiners 
have placed $212,366.50 in mortgages owned account, which is 
explained under that heading. 

Mortgage Loans 

“The ledger account of this asset was shown to be $1,587,219.50, 
to which is added the sum of $1,548.40, shown under the caption 
of mortgage loan expense, which covers items of expense charged 
to individual mortgages, and which properly attaches to the 
loan, hence it is added to mortgage loan account, as shown 
by company ledger. 

“There is carried in the ledger an account showing an asset 
of real estate owned of $212,366.50. This is not correct, the 
company not having title of record to this property. Being 
desirous of purchasing a site for a Home Office building, xhe 
company entered into negotiations with a party holding an option 
on the property in question, and the company’s right to purchase 
is subject to said option, which expires August 1, 1924. If 
the option is exercised by the holder, the amount put up by the 
company is to be returned, interest having been collected by the 
company on May ist to maturity of option. We have added this 
item to mortgage loans. 

“The company owns two lots of mortgage bonds on real 
estate, which have erroneously been carried as bonds owned. 
These two items, amounting to $318,000.00, have been transferred 
to mortgage loan account. 

“The amount of $27,997.24 has been carried on the books of the 
company as collateral loans, which was erroneous, the amount 
being composed entirely, with one exception, ($1,320.66), of de- 
ferred payments on property purchased from the company. The 
exception noted is a second mortgage, and is therefore deductetd 
as non-admitted. 

Mortgage loans first liens on real estate shown by 


amounting to 








DT nD ‘+ ccdsieedhSndestemetndees sboeeseetees $1,587,219.50 
Mortgage loans expenses on foreclosures........... 1,548.40 
Total ledger asset mortgage loans............... $1,588,767.90 
Amount ledger account carried as real 
GHEE Seavecoedecccceccseccascoecsotece $212,366.50 
Item ledger account carried as bonds... 318,000.00 
530,366.50 


Amount ledger account carried as collateral loans.. 27 997.24 





Total of mortgage loans for report.............. $2,147,131.64 
“The mortgage loan files were carefully examined and found 
to contain all necessary papers, including application for loan, 
appraisement of property, trust deed, notes and legal opinion. 
All were found in order, except in a few cases, where the miss- 
ing papers were furnished during the examination. The aggregate 
of the loans as shown to be due, was in perfect balance with 
the ledger account. The aggregate loans are divided as follows: 
City $1,546,679.40 
Farm 600 452.24 
“A test check was made of the policy loans, aggregating $1,- 
903,684.72, and found to have been correctly stated. There is, 
however, the sum of $1,079.04 loans in excess of reserve, which 
has been deducted under the head of non-admitted. 

Premium Notes 


sere eevee ee eee eee eee eee eeeeeneaeee eee eeeeee eee eee 


eee ee eeeeeeeeereeeneeeeeeeeeaeeeee eee eeeeeeneeeee 


“Premium notes aggregating $118,668.25 were verified, and 
found to have been correctly stated. 
Bonds 

“Bonds owned by the company, as per this report, being 


$291,730.00, all of which are of high grade at a splendid rate 
of interest, and show a market value over book value at the close 
of the year of $8,830.00, for which due credit has been given. 

“From the bond account as reported by the company, there 
has been deducted the sum of $318,000.00, the same being trans- 
ferred to the mortgage loan account, as per explanation set forth 
under that heading. 

Cash in Office and in Banks 

Verification was made of all bank accounts. From the balances 
as shown by the company as of December 31, 1923, your ex- 
aminers have deducted the sum of $71,815.78, said sum being 
represented by the financing of agents’ balances. Credit has been 
given the company under the head of ledger assets for this item 
as agents’ balances, and deducted under the head of non-admitted. 
(Continued on next page) 
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SOUTHERN STATES LIFE INSURANCE CO.—Continued 


“The company has likewise a deposit of $20,000.00 in the 
Farmers Bank located at Crawford, Ga. Said bank has been 
closed by the banking department, and your examiners are 
not in a position to determine just what will be received 
therefrom, but inasmuch as the company holds a bond covering 
the amount of deposit signed by a number of responsible per- 
sons, we are of the opinion that no loss will be sustained there- 
by, and have therefore accepted the account at its face amount. 


State Deposits 

“The company has on deposit with the State Treasurer of 
Alabama, the sum of $100,000.00 in mortgages, for which your 
examiners received the certificate of the State Treasurer. There 
is also on deposit with the Insurance Commissioner of the State 
of South Carolina $20,000.00 in City of Charleston bonds, certi- 
ficate for which was likewise received. 

Reserves 

“The reserve liability under the policies outstanding was 
computed for the company by the Insurance Department of 
Alabama, the total net reserve being $4,664,949.00, which sum 
was accepted by your examiners for the purpose of this report. 

“In the annual statement as filed by the company, there was 
an excess reserve liability on account of double indemnity and 
disability benefits. This item has accordingly been reduced to the 
extent of $42,345.60, leaving a net liability on this account of 
$26,493.43. 

“We find the company conservative in its actuarial methods. 

Death Claims 

The death claim register was found to be in perfect order, 
giving all necessary information in regard to date and cause of 
death, receipt of proof and date of payment. Death claims are 
paid promptly, practically all being paid the same day complete 
proofs are received. Examination of claim jackets shows all 
settlement made in accordance with the terms of the policy con- 
tracts. 


At the close of 1923, there were seven claims outstanding, 
aggregating $34,000.00, covering losses incurred in 1923, proofs 
of which were not filed until 1924. These claims were all paid 
early in January of this year. There are no claims being resisted. 








“Other items of liability were duly examined, and found 
have been properly stated, with the exception of an oe 
failing to include the amount due in income taxes for the 
1923, amounting to $10,104.80. 





Capital and Surplus 

“Statement of assets and liabilities submitted herewith she 
total admitted assets of $5,180,116.50, total liabilities, inclu¢ 
reserve of $4,929,389.88, leaving a balance to protect policyholde 
of $250,726.62, or a net surplus after provision of capital sto 
of $150,726.62. The changes hereinbefore mentioned operated 
reduce the surplus as reported by the company to the exte 
of $33,270.79. 





Business in Force 


“On December 31, 1923, the policy liability was $47,662,2554 
comprising 20,689 policies. 

“The company writes a very satisfactory class of policies, b 
since the last examination has discontinued the writing , 
participating forms, so that at the present time, comparative) 
a small amount of business is other than non-participating. 


Reinsurance 


“Following the recommendation in the previous report 
examination, the company now carries its own risks up 
$15,000.00 on male lives and $5,000.00 on female lives, which 
proving quite advantageous to the company. 

“During the year 1924, the company has extended to fema 

































risks the privilege of double indemnity and disability benefit 


at appropriate rates. 

“The company has an excellent 
records maintained to date, making all 
and your examiners heartily commend the 
manner in which the records are kept. 

“In conclusion, we would state that the company enjoys 
very capable management, and one whose interest lies in buil 
ing up a substantial company, which is reflected in the gro 
during the past few years.” 

W. L. Clayton, representing Alabama; 
senting Tennessee, and F. M. Speakman, representing Alaban 
signed the above report. 
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Cc. M. Joseph, repre 
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